fee 
woVeriment 


ee 
r UDications 


CANADA 


BUDGET SPEECH 


DELIVERED BY 


| io 
HONOURABLE DONALD M. FLEMING 
MINISTER OF FINANCE ip 
MEMBER FOR EGLINTON 


HOUSE OF COMMONS 


JUNE, bUERARY 


ROGER DUHAMEL, F.R.S.C. 
QUEEN'S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1961 


Government 


Publications 
INDEX 

PAGE 
Introduction? ssc ka Ges eee eee ees ee Bo Gre 2 i ae ee Sux s 3 
Government: Ascounis ~ L200 iin: te os pie = oe Be See ews 3 
Heonomike Foerster ale ee aye oaths + sew wsie 3 4 
Fiscal Poligyigy Gee ee oe es A te SR ys Ae Ae ae pipe balks « 6 
Capital, Savings, The Balance of Payments and the Exchange Rate ..... 7 
Capital. Infltvak” sao a, a Sd mes ie eee sh ens 8 
Debt Manaseineae- Gia oe ob hit Sods oer ertinnes Aociee ties « werden 10 
The Industvint ibe aes Se be oe = eee eos ane eens 10 
Other Financial Measures: A Royal Commission .................... 12 
exchange Operating eae oc ccs s Pe OS Pe ls re EE, FO 12 
International Trad@-and Goammbercial POMC yn. sio.s epee apc epe ter apscnyenw won 14 


Tariff Board Reporteendigtherm Tarifi Changes’ +. 2/225) 6.56 0.0%e. 17 


Pedier'al< Priry Zaire eae ti ae Ne acl Std wm Gist ol ek i RID a nny bie = Bs 18 
Income Tax: «<b See eee... Ad, owt wclinwtn Sir be pois ios 21 
Sales vnc Discurso ee nan in AE Paw v-€ Since Wo) ou0 26 
Estate Tax) .cw.qnqenas eee Wists SEU ooo. oe oe es. ee Shaw ow odines ot 27 
The Royal Commission on the Automotive Industry .................. 27 
The 1961-62 Balance: of Ways ind Means. ci. sicccceis suspen epenens s vues wows 29 
Relations with, Thetis cn Connie ...6. cette. cee ne AI. 30 
Conclusions... «a: scammed arsdei ads Stik aridins Avie b red chs Lares ae ee & 32 
Resolutions 3. foe, Ce ee eer he is in ee ott ae ee OS oye 33 
Budget Papers: 

Part I Eecoetiee see see 02 eu 5 «oye Ue 2h BO Ce A 50 

Part II Review of Government Accounts 1960-61 .................. 99 


94521-2—1 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/761115547135 


Government 
Publications 


BUDGET SPEECH 


DELIVERED BY 


HON. DONALD M. FLEMING 


MINISTER OF FINANCE 


HOUSE OF COMMONS, TUESDAY, JUNE 20, 1961 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF 
THE MINISTER OF FINANCE 


Hon. Donald M. 
Finance) moved: 


That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and means. 


Fleming (Minister of 


He said: Mr. Speaker, normally 12 months 
transpire between budgets. Exactly six months 
ago this evening, I was delivering my last 
previous budget in this chamber. It was 
a supplementary to the 1960 budget. Tonight’s 
is the second budget of the present session. 


Four years ago tomorrow morning the pres- 
ent government was sworn into office. This is 
the fifth budget I have had the honour to 
submit to the house in these four years, not 
including the financial proposals introduced 
on December 6, 1957. 


The circumstances attending each budget 
have differed from those associated with the 
others. Each was aimed to meet the financial 
and fiscal problems of its time. Tonight’s 
budget is designed to meet Canada’s present 
needs and difficulties. Flexibility has been 
the keynote of our financial policy in these 
four years. It will also characterize the 
approach revealed in tonight’s budget. 


Monsieur l’Orateur, Vintervalle entre deux 
budgets est normalement de douze mois. Or, il 
y a exactement six mois ce soir que j’ai 
présenté mon dernier budget a la Chambre. 
C’était un budget supplémentaire a celui de 
1960. Le budget de ce soir est le deuxieme de 
la présente session. 

IJ y aura quatre ans demain que le gouver- 
nement actuel a été assermenté. C’est le cin- 
quiéme budget que j’ai ’honneur de présenter 
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a la Chambre depuis cette date, sans compter 
les propositions financiéres présentées le 6 
décembre 1957. 


Chaque exposé budgétaire a été entouré de 
circonstances différentes de celles qui entou- 
raient les autres. Chaque budget a eu pour 
objet de résoudre les problémes financiers et 
fiscaux de l’heure—Le budget de ce soir est 
concu pour répondre aux besoins et aux dif- 
ficultés actuels du Canada. 


Notre politique financiere, depuis quatre 
ans, s’est distinguée par sa souplesse. Le bud- 
get de ce soir ne fera pas exception A la 
régle. 


GOVERNMENT ACCOUNTS 1960-61 


In structure my budget speech this evening 
will depart somewhat from past precedents. 
I shall begin by placing on the record a brief 
summary of the government’s accounts for 
the year that ended last March 31. I shall 
not embark upon any detailed analysis be- 
cause all the essential facts and figures have 
been included in the white paper which was 
tabled and published last Friday. 


In my March, 1960 budget statement I 
recorded my expectation that our revenues 
for the 1960-61 fiscal year would be $5,892 
million, our expenditures $5,880 million, and 
that the resulting surplus would be $12 mil- 
lion. Last December, in presenting to the 
house a supplementary budget, I explained 
that the rate of economic expansion in Europe 
had shown some hesitation and that the eco- 
nomic outlook in the United States and Can- 
ada, which had been most encouraging at the 
beginning of 1960, had rather unexpectedly 
reversed itself, resulting in a disappointing 
slow down during the last three quarters of 


1960. This inevitably affected our budgetary 
position and my revised estimates, after mak- 
ing provision for certain tax changes, were 
that revenues would be $5,694 million, ex- 
penditures $5,980 million and the deficit $286 
million. 

Our books of accounts for 1960-61 have not 
yet been closed, but subject to some minor 
adjustments our revenues for the past year 
were $5,616 million, our expenditures $5,961 
million and our deficit $345 million. In other 
words our revenues were $78 million and our 
expenditures $19 million below my December 
forecast, and the deficit was therefore $59 
million greater. As explained in the white 
paper, the main factor causing the rather 
large drop in revenues was the timing of 
the long Easter week end. This year Good 
Friday fell on March 31 and a considerable 
proportion of the tax payments due at the 
month end were in fact not put in the mail 
until April 3 or 4 and therefore could not 
be credited to our 1960-61 fiscal year revenues. 
Our March tax receipts showed an unex- 
pected short-fall of nearly $40 million. 


The government’s over-all cash position for 
1960-61, that is, including non-budgetary as 
well as budgetary cash receipts and disburse- 
ments, resulted in a total cash deficit of $294 
million, since our non-budgetary cash receipts 
exceeded disbursements by $51 million. Thus 
our budget deficit of $345 million was financed 
by a net non-budgetary cash surplus of $51 
million, a net increase of $223 million in our 
outstanding unmatured debt, and a reduction 
of $71 million in our cash balances. 


ECONOMIC REVIEW 


The white paper also contains a full ac- 
count of the economic events of 1960. It in- 
cludes an analysis of the more significant 
longer term developments in Canada and in 
the world as a whole as related to the Cana- 
dian situation. I commend this analysis to the 
careful study of hon. members. Tonight I 
shall not cover the ground in the same detail 
as in the white paper, but I should like to 
refer briefly to some of the principal features. 

Last year we experienced a number of 
adjustments in our economy including some 
related to normal cyclical movements, and 
others of a temporary, special nature. These 
took place at a time when other longer term 
influences were also compelling the Canadian 
economy to adapt itself to a new world 
environment. In these circumstances the year 
1960 might have been one of serious economic 
maladjustment and recession. In the event, 
however, we achieved increases and reached 
new records in production, incomes, employ- 
ment and trade, both domestic and foreign. 

(Mr. Fleming (Eglinton).] 


At the same time price levels were more 
stable than they have been in the last five 
years. 

By now, in mid-1961, we are coming to 
the end of those adjustments related to special 
and cyclical factors: which, in 1960, were 
exercising a restraining influence on expan- 
sion. Those areas of the Canadian economy 
where declines took place last year are today 
showing signs of improvement. Capital in- 
vestment, which declined in 1960, is expected 
to rise this year. Activity in housing, which 
fell off in the early part of 1960, responded 
well to government measures and other 
market forces in the latter half of the year 
and has been moving ahead this year. We 
may expect not only the housing industry, but 
other associated activities as well, to benefit: 
from this improvement. The level of economic 
activity showed little change in the first 
quarter of this year, but increasing evidence 
of expansion is now appearing. Latest figures 
show that total employment has risen ma- 
terially and the numbers of unemployed have 
begun to decline even after allowing for the 
normal seasonal movement. Other sectors 
where there was continued growth last year 
are showing further strength this year. In the 
United States informed observers consider 
that the recovery is now well under way. Ex- 
pansion is expected to continue in western 
Europe and in our other important overseas 
markets. These welcome developments will 
make possible further increases in our ex- 
ports, production, employment and incomes. 
Thus, an improvement in our situation could 
be expected to occur even if no further efforts 
were taken to stimulate our economy. 


But this improvement, which could be ex- 
pected in the ordinary course of events and 
without further stimulus, would, I believe, be 
modest, an increase of about 3 per cent in 
the G.N.P. It would be unlikely to induce 
the full utilization of our productive resources 
or to provide substantial improvement in the 
standard of living of our growing population. 
It would be unlikely to reduce the scale of 
unemployment to a more tolerable level. 


What are the reasons for this apparent lack 
of resilience in our economy? Have there 
been new and abrupt changes in our en- 
vironment which would explain our situation, 
or has there been a slow emergence of un- 
derlying forces which had their birth in an 
earlier period? Can we trace these influences 
to some indigenous development, or must we 
look beyond our own borders? The answers 
to each of these questions must, I believe, be 
a qualified affirmative. 


The important longer term developments 
which are at the root of our present day 
economic difficulties have been taking place 
slowly since the end of world war II and to 


some extent were hidden during the extended 
period of post-war shortages of goods and 
capital equipment, a period when inflationary 
forces were constantly in the ascendant. 
During this period of shortages and rising 
prices the economies of western Europe and 
Japan have been rebuilt with the newest plant 
and equipment and with a highly skilled 
labour foree, and the underdeveloped coun- 
tries of the world have tried strenuously to 
achieve self-sustaining economic growth. 


Within the past two or three years direct 
controls on the movement of goods and capital 
in the free world have, to a large extent, been 
dismantled. The pace of scientific and 
technological development has been rapidly 
accelerated. The western world has grown 
more interdependent and the policies of gov- 
ernments and business groups have become 
more closely linked. In the face of all these 
changes, the competition in world markets 
has become much more intense and the need 
for greater efficiency has been forcefully un- 
derlined. 


These changes have affected all western 
countries. But Canada has faced additional 
special problems. Our largest and most im- 
portant foreign market, the United States, 
has experienced an inadequate rate of growth 
in recent years. This has affected not only 
our exports but also our general business 
psychology. Meanwhile, the growth of our 
own labour force has been unusually rapid 
and much higher than in other western 
countries. Our growth in employment has 
been higher—and I wish to stress this—our 
growth of employment has actually been 
higher than in other countries, including the 
United States; nevertheless we have been un- 
able to absorb into employment all the en- 
trants into our labour force. At the same 
time, many of those seeking employment have 
not had the benefit of adequate training to 
meet the needs of our increasingly specialized 
and technical industries. 


Another special feature of the Canadian 
situation is that many of our industries have 
surplus capacity. To some degree this reflects 
the inadequate rate of growth in the United 
States market to which I have already re- 
ferred. In part it also reflects the “lumpy” 
nature of much of our investment, which for 
physical and economic reasons must be in- 
stalled in large units, sufficient to meet pros- 
pective as well as current needs. A great deal 
of the investment in the resource industries 
was of this type. But surplus capacity in our 
economy also reflects to some extent the 
unsustainably high levels of investment which 
were encouraged by the inflationary atmos- 
phere of the mid-1950’s. During this period 
of excessive pressure on our resources it was 
inevitable that some speculative investment 


Government 
Publications 


was undertaken, not only in Canada but all 
over the world, with expectations of con- 
tinued rising prices, These expectations proved 
wrong. 

The normal growth of real demand can 
be expected to overtake capacity in the 
not too distant future. Meanwhile, the exis- 
tence of surplus capacity acts as a drag on 
private investment. It necessitates some trans- 
fer of resources out of temporarily overex- 
panded industries; unfortunately, it also con- 
tributes to attitudes and conditions which 
make such transfers more difficult. 


In some quarters the conclusion has been 
drawn that the disappointing levels of pro- 
duction, unemployment, and our balance of 
payments deficits, are the reflections of major 
structural maladjustments and _ inefficiency 
pervading our whole economy. We are told 
that Canada has relied too heavily on the 
development of her natural resources and 
that she is lagging in the field of industrial 
development. It is suggested that efforts be 
made to force our economy into different 
channels less dependent on world demand. 
We are urged to balance our external ac- 
counts not by expanding exports but by erect- 
ing barriers against imports. 

The analysis which supports these pro- 
posals is in my judgment basically wrong; 
consequently the conclusions are also errone- 
ous. Canadian economic development since 
the second world war has on the whole 
been sound. Investment has flowed into sec- 
tors where an abundance of natural resources 
gave us a decided natural advantage. It also 
has flowed into a great variety of manufac- 
turing industries, especially into those re- 
lated to the fast growing resource industries. 
It is sometimes suggested that the resource 
industries have been stimulated in Canada 
to such an extent that they have expanded 
at the expense of manufacturing. In this con- 
nection, the house should remember that 
employment in manufacturing industries in 
Canada, while less than we would like, has 
been better sustained than in the United 
States over the past seven years. 

This is not to say that we would be com- 
placent about the present state of our econ- 
omy. Far from it. There is more unemploy- 
ment and unused capacity in our industries 
than we can possibly accept. Recent rates of 
economic growth have been lower than we 
need to absorb our rapidly growing labour 
force and the output of our expanding in- 
dustrial capacity. Some of our industries 
have been stagnant in the face of strong world 
competition. Our technological development, 
the entreprise of our business community, and 
the skills and training of our people, great as 
they are, have not kept pace with the needs 
of a rapidly changing world. The deficit in our 


balance of payments, while declining, is still 
too high for our present economic circum- 
stances. These are hard facts which must be 
faced squarely. This we propose to do. 


We do not intend to let events take an 
unguided course in the hope that these prob- 
lems will solve themselves. The government 
has introduced numerous measures during 
the past four years designed to overceme 
these and other difficulties. As a consequence 
our economic situation is very much better 
than it would otherwise have been. We will 
pursue this course with energy and determi- 
nation until these difficulties are fully over- 
come. 


Our objective will be, first and foremost, 
to provide fuller opportunities for the useful 
and profitable employment of all Canadians 
willing and able to work. We shall strive 
to attain a more rapid rate of stable and 
balanced growth for all sectors of our eco- 
nomy and all regions of our country. We 
shall seek to improve the technological effi- 
ciency of our industry, to heighten skills and 
capacities of our workers, and to stimulate 
the talents and initiative of our entrepre- 
neurs. We shall endeavour to raise the levels 
of savings and investment by Canadians and 
reduce the balance of payments deficit. These, 
sir, are the purposes of this budget. 


Par dessus tout, nous aurons comme objec- 
tif d’ouvrir de plus grandes possibilités d’em- 
ploi utile et profitable 4 tous les Canadiens 
qui veulent travailler. Nous allons nous effor- 
cer de donner un rythme plus rapide de 
croissance équilibrée 4 tous les secteurs de 
notre économie et a toutes les régions de 
notre pays. Nous allons nous efforcer d’accroi- 
tre l’efficacité technologique de nos industries, 
d’augmenter Vhabileté et la compétence de 
nous ouvriers et de stimuler les talents et 
linitiative de nos entrepreneurs. Nous allons 
tacher de hausser le niveau de lVépargne et 
des placements des Canadiens et de réduire 
la balance déficitaire des paiements. Ce sont 
la les objectifs du présent budget. 


Nous allons, en recourant a des politiques 
fiscales, financiéres et commerciales bien 
dosées tacher de créer plus d’emplois, de 
stimuler la production et d’améliorer l'état 
général de notre économie. 


I need not remind hon. members that 
there is no royal road, no magic which a 
minister of finance may invoke to achieve 
these goals. If there were easy solutions they 
would have been adopted long ago. Nor can 
these objectives be attained by federal gov- 
ernment measures alone. In our free enter- 
prise system we shall need self-discipline 
and the full co-operation of business, labour 

(Mr. Fleming (Eglinton) .] 


and all levels of government—indeed of all 
our people—if we are to succeed. I shall have 
more to say about this subject later. 


The budget which I bring down this eve- 
ning is not an ordinary budget. In more than 
usual measure it is an economic budget. We 
shall endeavour, through an appropriate mix- 
ture of fiscal, financial and commercial 
policies to create more jobs, to stimulate 
production, and to improve the general state 
of our economy. I should like now to discuss 
the policies and measures which I propose 
that this house should endorse. 


FISCAL POLICY 


While budget policy can play an impor- 
tant role in attaining the objectives that I 
have set out, it cannot accomplish the whole 
task. What we need, and what I shall be put- 
ting before the house this evening, is a bal- 
anced combination of both broad and specific 
economic and fiscal proposals. The govern- 
ment has already initiated during this session 
a number of constructive programs to en- 
courage economic expansion; small business 
loans, housing development, urban renewal 
and rural development, greatly increased aids 
to technical education and training, measures 
to promote the expansion of exports, and in 
other ways. These are all parts of an inte- 
grated economic policy. 


When there is a substantial degree of slack- 
ness in the economy, in the form of excess 
productive capacity and idle manpower, 
budget deficits can provide an important 
stimulus. By means of such a deficit the gov- 
ernment, through its expenditures, places in 
the hands of the public substantially more 
purchasing power than it withdraws through 
taxation. If appropriately planned and timed, 
a substantial deficit can encourage higher 
levels of output, employment income and 
savings, without incurring risks of inflation. 
When employment and incomes have reached 
satisfactorily high levels and the rate of 
economic growth is strong, a sound budget 
and tax structure should generate sufficient 
revenues not only to cover current expendi- 
tures but also to provide funds for the 
orderly retirement of debt. 

The present general pattern of our tax 
structure is, in my judgment, sound. While 
particular rates and particular applications 
of tax legislation need to be adjusted from 
time to time, our present tax structure is 
such that, provided we do not embark upon 
large new types of spending, it will provide 
a balanced budget and some provision for 
debt repayments as soon as we re-enter the 
area of high employment and a renewed pe- 
riod of progressive growth. 


There is, however, as hon. members know, 
a time lag of quite a few months between 
increases in the rate of growth of output and 
employment and the increased inflow of tax 
revenues. While I expect to see a significant 
and accelerating improvement in output, em- 
ployment and incomes during the balance of 
this fiscal year, I cannot anticipate an equiva- 
lent increase in tax revenues in the same 
period. Much of the revenue benefits of eco- 
nomic expansion will not reach the treasury 
until after the end of this fiscal year. 


In the circumstances confronting Canada 
today, it is appropriate, indeed desirable, 
that the federal government should, by incur- 
ring a sizeable deficit, help to stimulate the 
economy. This we propose to do. Accordingly, 
I shall not be introducing any increase in 
our general level of taxation. Indeed, I shall 
be proposing some significant tax reductions 
to accomplish certain specific economic objec- 
tives. This contribution in the field of fiscal 
policy taken together with the financial and 
other policy measures which have already 
been introduced or. which I shall be announc- 
ing tonight, will bring about higher levels 
of production and employment, and a more 
satisfactory rate of growth. 


CAPITAL, SAVINGS, THE BALANCE OF PAYMENTS 
AND THE EXCHANGE RATE 


In addition to this fiscal contribution the 
government will be implementing other 
broad financial measures that will encourage 
general economic growth, as well as specific 
measures designed to encourage particular 
sectors or industries. These general measures 
are in the interrelated fields of capital flows, 
the deficit on international account, and the 
external value of the Canadian dollar. 


Over the past five years we have experi- 
enced net inflows of foreign capital ranging 
from $1.1 billion up to $1.5 billion annually. 
These capital inflows have been matched by 
deficits on current international account, that 
is to say, by an excess of imports of goods 
and services over exports. When the economy 
was fully employed and expanding rapidly, 
and when inflationary pressures were active, 
such capital inflows, and the matching import 
surpluses of goods and services, were appro- 
priate and beneficial. Under today’s condi- 
tions they are not only unnecessary, but in 
some forms they can be harmful. Our excess 
imports of goods and services must be sub- 
stantially reduced; our exports must be 
expanded. There are large quantities of goods 
and services that we are buying abroad that 
we can and should be producing at home at 
economic prices. 

It was for these reasons that in my budget 
of March, 1960 I issued a serious warning to 


those Canadians, including provincial and 
municipal governments and business, who, it 
seemed to me, were over-ready to raise funds 
abroad, apparently regardless of the exchange 
risks they were running. In the December 
budget, as the house will recall, I took action 
in the field of taxation to remove certain 
special incentives to borrow abroad which 
had been built into our tax system in earlier 
years when there was an obvious need for 
foreign funds. 


The public reactions to these warnings 
and measures have clearly been in the right 
direction. The capital inflow has been reduced, 
the exchange rate on our dollar has been 
reduced, the surplus imports of goods and 
services has been reduced; but they have not 
been reduced enough. Further measures must 
now be taken. 


Accordingly, the government has reached 
certain policy conclusions relating to the flows 
of capital and terms of lending within Can- 
ada, the import of capital from abroad, the 
level of the Canadian dollar, and the deficit 
in our current international transactions. 
These conclusions may be set out as follows: 


(a) The current deficit in our balance of 
payments is in large measure inappropriate; 
with so much unused capacity in Canada, we 
should be exporting substantially more goods 
and services and importing much less. 


(b) An expansion in exports and a reduc- 
tion in imports should not be brought about 
by export subsidies, or by higher tariff rates, 
or quctas, or other forms of government in- 
tervention or protection, but rather by en- 
couraging our exchange rate to fall into a 
more appropriate relationship with our eco- 
nomic situation. 


(c) The appropriate method for relieving 
the exchange rate of undue and unwanted 
upward pressures is to take every practicable 
step to ensure that Canadians who might 
otherwise be raising funds abroad are, in 
future, satisfied from Canadian financial 
sources, 


(d) Since it will take time to divert de- 
mands for funds from foreign sources to 
Canadian sources, and since it is urgent to 
obtain relief from the resulting excess of 
imports of goods and services, the govern- 
ment has decided to use the exchange fund to 
neutralize, at least in some degree, the ef- 
fects of the continuing capital inflows. 


The house will no doubt wish me to elab- 
orate on these far-reaching decisions. 


First, and of most immediate interest, is the 
decision relating to the adverse balance on 
goods and services account which has been 
running well in excess of $1 billion annually. 
It is the government’s aim to reduce this def- 
icit substantially in the near future and 


ultimately to achieve a position much closer 
to balance. The improvement should be 
brought about partly by increased exports 
and partly by diminished imports. Our pur- 
pose is to put Canadian producers in a posi- 
tion where, as a result of these policies, they 
will soon be selling, at home and abroad, 
many hundreds of millions of dollars worth 
of additional Canadian goods and services. 
This will yield substantial benefits, direct 
and indirect, in the form of more jobs, more 
production and more business opportunities 
for our industries. 


These results will be achieved by encour- 
aging our exchange rate to find a level in 
keeping with our economic circumstances. 
They are not to be achieved by subsidies, by 
government controls or restrictions. It has 
been urged on me from some quarters that 
there is a need for direct government inter- 
vention to deal with our economic problems. 
I reject this argument. The policy which I am 
placing before the house tonight is, in terms 
of real economic incentives, more significant, 
more powerful, and more pervasive than any- 
thing that could be implemented in the way 
of subsidies and controls. Moreover, it is free 
from the arbitrary decisions and the bureau- 
cratic delays that always attend incursions by 
the government into the affairs of private 
industry. 


The high level of our exchange rate has 
been impairing the competitive position of 
Canadian suppliers of goods and services in 
the home market and in foreign markets alike. 
An appropriate downward adjustment in the 
value of our dollar will bring them immediate 
relief and encouragement. On the export side 
one thinks of wheat and livestock, of pe- 
troleum, metals and minerals, of pulp and 
paper and lumber, and of the growing range 
of manufactures for which, since currency 
convertibility was restored, we are finding in- 
creasing markets abroad. On the import side 
our thoughts run first to industries whose 
growth rates have been less than satisfactory 
because of the imports that have, in effect, 
been carried into Canada as a result of a tide 
of unduly large capital inflows and a conse- 
quently unduly high value for our currency; 
household appliances, motor cars, a variety 
of consumer goods, and many types of indus- 
trial machinery. The exchange rate also affects 
service industries such as the tourist indus- 
try where we have been incurring heavy 
deficits because Canadians, at the current 
exchange rate, spend far more abroad than 
foreign visitors spend in Canada. 

In all these situations a further reduction 
in the exchange rate will exercise a positive 
influence. And, as I have said, it is the gov- 
ernment’s intention so to redress our balance 

(Mr. Fleming (Eglinton) .] 


of payments that many more Canadians will 
be employed producing substantially more 
goods and services for the domestic market 
and to serve our markets abroad. 


While decisions regarding the balance of 
payments and the exchange rate are of im- 
portance, there is a further decision which 
is, in a sense, basic to the others. This decision 
is a positive one; to encourage the supply of 
capital from Canadian sources, that is from 
Canadian savings, to meet Canadian require- 
ments for expansion and modernization. The 
rate of Canadian savings has not been low. In 
fact it has been reasonably good. But it could 
be better. The flow of savings varies in re- 
sponse to other changes in the economic and 
financial system. And by far the most impor- 
tant influence on the flow of savings is the 
flow of incomes. Normally the more people 
earn, the more they save. By increasing the 
level of employment and the flow of incomes 
and profits, we shall automatically increase 
the flow of Canadian savings. The measures 
which I am proposing tonight will help to 
achieve these goals. 


The objective that Canadian capital require- 
ments be met as far as possible from within 
Canada, rather than from abroad, is based on 
economic grounds and with particular concern 
for our international deficit and the level of 
the exchange rate. At the same time the gov- 
ernment welcomes, as the Canadian people 
will welcome, the fact that, over a period of 
time, this decision will result in greater Cana- 
dian ownership and control over Canadian 
industry and Canadian assets. For this pur- 
pose, Canadian savings must not only be in- 
creased, they must be mobilized and put to 
work in the most productive directions. 


I wish to make it quite clear that we do 
not intend to penalize or discourage foreign 
capital that seeks constructive employment 
in this country. I am not proposing, in respect 
of capital inflows, any substantive further 
taxation measures. The interim budget of last 
December removed the unnecessary tax in- 
centives. Nor am I proposing any restrictions 
on the movement of capital which have been 
advocated in certain quarters. Canada, even 
in present circumstances, derives great benefit 
from certain kinds of capital from abroad. 
This government remains firmly committed 
against direct controls on capital. 


CAPITAL INFLOW AND INTEREST RATES 


Since our aim is to reduce substantially and 
fairly quickly our excess of imports, visible 
and invisible, over our exports, it follows 
that we must aim at replacing, from Canadian 
sources, an equivalent amount of funds that 
would otherwise have been raised abroad. 
We have been giving most careful thought to 


ways and means of supplying these funds 
from Canadian sources. This is a field in 
which there are no quick or easy answers. 
The degree of success we can achieve will 
depend in part on the co-operation of our 
financial institutions. 


Capital is not a homogeneous commodity; 
each borrower has his own peculiar needs and 
each lender his own preferences. However, 
despite the infinite variety of capital trans- 
actions, we can see our way toward certain 
broad measures that must be taken. 


To begin with, interest rates in Canada are 
out of line with those in the United States and 
some of the European capital-exporting 
countries. We should like to see these spreads 
_ narrowed. When Canada was in need of large 
and increasing supplies of capital from abroad, 
and when we could welcome the net inflow 
of goods and services that these capital im- 
ports generated, it was natural that our 
interest rates should be appreciably higher 
than those in the main capital markets from 
which we were attracting funds. 


But today the situation is very different. We 
have no reason, in present circumstances, to 
be offering high interest rates in order to 
attract capital from abroad. On the contrary, 
the capital that is thus attracted simply pushes 
up our exchange rate and pushes up our trade 
deficit. 


High interest rates are a double drag, at 
times like these, on our economic activity 
and expansion. Such rates traditionally are 
recognized as having some effect in restrict- 
ing or postponing decisions to borrow and ex- 
pand industrial operations and also the activ- 
ities of governments and public bodies. And, 
much more important, with our floating rate 
of exchange, relatively high interest rates 
actually cause us to develop an import surplus 
of goods and services with adverse effects on 
employment. 

Statistics indicating trends of interest rates 
in recent years in Canada and abroad are to 
be found in the white paper. These support the 
view that Canadian interest rates have grown 
out of harmony with those abroad and with 
our changing economic circumstances. An im- 
portant step in the right direction was taken 
earlier this month; I refer to the reduction 
by the chartered banks of their prime rate 
on commercial loans. Further moves of this 
sort will be welcomed and encouraged by the 
government. 

I am confident that the spreads between 
interest rates of various types in Canada and 
abroad can be reduced and brought into 
proper relationships, but I would not wish 
hon. members to expect that this can be 
accomplished by some simple or quick 
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formula. It would be folly, for example, to 
attempt drastically and artificially to force 
interest rates down by irresponsible increases 
in the money supply. Such a device would 
be not only unsound but before long would 
prove to be self-defeating. We attach high 
importance to a climate of confidence and 
understanding in our financial markets. What 
is required is a judicious and well co- 
ordinated combination of fiscal, monetary and 
general economic measures, the elements of 
which vary in accordance with the needs of 
the times. 


While the level and structure of Canadian 
interest rates is an important influence on 
our balance of payments and our exchange 
rate, it is clear that much of the capital that 
comes in from abroad is not directly respon- 
sive to interest rates. For instance, last year 
more than $600 million of capital flowed in 
under the broad heading of “direct invest- 
ment”. Part of this inflow can contribute 
immediately and directly to the Canadian 
economy; not only does it create new jobs 
and new industrial opportunities in this 
country but it often carries with it new in- 
dustrial technology and assured access to 
markets abroad. On the other hand, another 
part of this very large total constitutes the 
least desirable type of inflow; it involves the 
purchase by people abroad of established 
Canadian businesses. Many of these take- 
overs of Canadian firms do little or nothing 
for our economy and, at the time of pur- 
chase, they involve an upward pressure on 
the Canadian exchange rate and a consequent 
drag on Canadian production and employ- 
ment. I shall have more to say on this subject 
later in connection with an important ex- 
pansion in the activities and the role of the 
industrial development bank. 


Some of the capital inflow originates in 
Canada with borrowers who seek funds 
abroad, not only in response to lower interest 
costs but for purely institutional reasons. 
Access to the New York capital market is 
almost a matter of habit; it is often simpler 
to raise money there than to search out equiv- 
alent possibilities in Canada. Certain aspects 
of our capital markets have not been ade- 
quately developed in Canada. This does not 
reflect in any way upon the sound and pro- 
gressive financial institutions in our country, 
which have been rendering an excellent serv- 
ice under present arrangements. But it does 
suggest that we must improve our institu- 
tional framework. 

I have already held fruitful discussions 
with certain Canadian financial institutions 
looking toward a decline in interest rates and 
a reduction of the inflow of types of capital 
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that can be met from Canadian sources. I 
intend to have further discussions along these 
lines in the near future. 


DEBT MANAGEMENT 


While the government will be calling for 
the co-operation of Canadian financial insti- 
tutions in achieving our objectives regarding 
the supply and application of Canadian sav- 
ings, we shall at the same time be taking 
certain positive steps ourselves. In this con- 
nection I have three important announce- 
ments to make relating to debt management. 

I need not remind the house that the fed- 
eral government and its agencies are by far 
the largest factor in the financial markets 
of this country. Their influence is particu- 
larly great in times such as these, when the 
private sector reduces its demand for capital 
and the federal government incurs substan- 
tial deficits as a measure to stimulate pro- 
duction and employment. The proper man- 
agement of its financial affairs is therefore 
one of the most constructive contributions 
the federal government can make to the 
smooth functioning of Canadian capital mar- 
kets. 


Accordingly I wish to announce that in 
order to avoid congestion in the “long end” 
of the capital market, which is the part of 
the financial market upon which the prov- 
inces, municipalities and private business 
depend for much of their capital needs, I 
intend to confine new federal market issues 
for at least the next several months to the 
“short end” of the market. 


The sale of new issues is not the only 
channel by which the impact of government 
financing is transmitted to the market. There 
are sizeable holdings of outstanding securi- 
ties in government accounts; sales and pur- 
chases by these accounts have the same 
market effect as the issue of new securities or 
the redemption of old. One of the most impor- 
tant of these accounts, both in terms of size 
and in terms of volume of purchases and 
sales, is the unemployment insurance fund. 
The holdings of this fund have come to be re- 
garded in some quarters as a threat to stabil- 
ity in the long end of the market. The 
government has therefore decided to remove 
any such threat. 


The entire portfolio of the unemployment 
insurance fund will in due course be taken 
over by the treasury at book values, and in 
exchange the fund will acquire interest 
bearing but non-marketable bonds which may 
be redeemed by the government as required 
on 30 days’ notice. The direct government 
of Canada bonds presently held by the fund 
will then be cancelled, and the government 
guaranteed bonds will in due course be traded 
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to the Bank of Canada in exchange for 
equivalent government bonds which will 
thereupon be cancelled. This will remove 
the overhang of about $245 million mid and 
long term bonds which, as I have said, has 
had a psychologically disturbing effect on 
the market. 


The third announcement I wish to make in 
the field of debt management concerns the 
establishment of a purchase fund for the 
orderly retirement of government debt. As 
hon. members know, there is at present a 
fund known as the securities investment 
account, which is used from time to time to 
purchase government of Canada securities, 
particularly those close to maturity. This fund 
has served a useful purpose in our manage- 
ment of the public debt. We have not, how- 
ever, had at our disposal the regular flow 
of funds which is necessary for any steady 
retirement of debt. The experience of other 
governments and of private corporations 
suggests that the existence of such a fund 
through which purchases of securities are 
made can have a steadying effect on the 
market. Over a period of time it should con- 
tribute to a reduction of interest costs. 

It has therefore been decided to establish 
a purchase fund to assist in the management 
of the public debt. Its initial size will be 
$100 million, to be used over the next twelve 
months for the purchase in the market of 
government of Canada mid and long term 
securities. Details, concerning the operation of 
the fund will be announced later. 

The combination of the policies I have 
just outlined combined with others to be 
described later this evening and the indica- 
tions I gave earlier concerning budget balance 
will have, I am confident, a salutary effect on 
the financial markets of this country. They 
represent a determined effort on our part to 
exert strong pressure on the level of interest 
rates and the exchange rate, in order to bring 
them more in line with our own requirements 
and with conditions prevailing in the world 
about us. The improvement in our capital 
markets which will flow from these measures 
will be of direct benefit to the provinces, 
municipalities, business and other borrowers. 


THE INDUSTRIAL DEVELOPMENT BANK 


The next link in the financial chain that 
the government is forging relates to the 
industrial development bank. The scale of 
the bank’s lending to small and medium 
sized businesses has been expanding rapidly. 
In its last fiscal year the bank made 740 
loans amounting to $38 million, as compared 
with 221 totalling $17 million five years 
earlier. In its current fiscal year which began 


last October loan approvals have been more 
than 60 per cent greater than the record rate 
achieved in the same period a year ago. 


The number of branch offices has been 
increased from four to 13 over the past five 
years, and further branches will be opened 
in the near future as suitable staff can be 
recruited and trained. This expansion has 
been very desirable and has had the full 
support of the government. 


The predominant business of the bank has 
been, and will continue to be, the making of 
term loans to small and medium sized enter- 
prises. However, the bank also has authority 
to purchase a portion of the equity in an 
enterprise with a view to resale to the owner 
or to others at a later date, and to enter into 
underwriting agreements. These powers will 
be put to increasingly active use. 


In order to encourage continuing growth 
of the bank’s operations, the government has 
decided to provide it with additional financing 
capacity, and wider responsibilities. For these 
purposes I shall be placing a bill before the 
house in the very near future. Without going 
into detail at this time, I may say that the 
bill will make provision for important 
changes. The types of businesses which the 
bank may assist will be enlarged. At present 
it is permitted to provide accommodation to 
certain specified classes of industry. These 
include manufacturing and processing, logging 
and construction, air transport and some 
service activities. In the future it is intended 
that all business enterprises in Canada shall 
be eligible. The bank would, of course, not 
expect to make loans where funds are avail- 
able on reasonable terms from other sources 
and, in particular, where special provision 
has already been made by parliament, as in 
the Small Businesses Loans Act and the Farm 
Improvement Loans Act. It is intended that 
the financial resources available to the bank 
should be substantially increased. These re- 
sources are now $160 million; it is intended 
that they should be increased to about $400 
million. 

In facilitating the growth of the industrial 
development bank, the government has in 
mind several important objectives. The ex- 
panded operations of the bank will provide 
for greater employment. They will also assist 
in the development of a stronger, more 
productive and more flexible economy in the 
future. The bank was formed in order to 
meet a special need in the Canadian financial 
structure. This gap exists because, while 
smaller and medium sized businesses have 
usually had access to short term credit from 
the chartered banks, and to long term mort- 
gage credit from other institutions, their 
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operations have not been of a size to enable 
them to sell securities in the market. To fill 
this gap the bank has supplied term loans 
for plant and equipment and also provides 
technical engineering, accounting and man- 
agerial advice where needed. Financial and 
other assistance of this kind will now be 
available for many businesses not previously 
included under the bank’s operations. 


While the primary purpose of the I.D.B. 
is to help in financing the establishment of 
new and the expansion of existing small and 
medium sized businesses, it has become in- 
creasingly apparent that it can also play a 
useful part in assisting with the problems 
arising from financial consolidation and 
changes in ownership. 


In these days there are often pressures on 
the smaller firms from both domestic and 
foreign sources. If our economy is to grow 
and prosper we must help them to withstand 
these pressures. I have in mind, for example, 
the problems that face Canadian family firms. 
Often such a firm plays a central role in one 
of our smaller Canadian towns. In the life of 
such a firm, occasions sometimes arise when 
infusion of new management together with 
new capital becomes desirable. In the past 
this infusion has not infrequently come from 
abroad; and while foreign capital may be 
both desirable and helpful, I am sure that 
we would all be happier if such a firm had 
the opportunity to obtain the necessary 
capital and management in Canada. The 
I.D.B. has already assisted in situations of 
this sort, and it is the government’s desire 
that activity in this field be expanded. 

Similarly, problems sometimes arise where 
the owner of a firm is facing or anticipating 
difficulties in connection with estate taxes. 
In such a situation the owner may feel driven 
to dispose of a firm, or a controlling interest 
in it, and often the most ready purchaser may 
be located outside of Canada. On such oc- 
casions the I.D.B. may have a constructive 
role to play. The I.D.B. has the power, as I 
have explained, not only to make term loans 
but also to purchase shares with a view to 
resale and to enter into underwriting agree- 
ments. 

The existence of these powers, and of the 
willingness of the bank to use them, should 
be made more widely known. It must, of 
course, always operate with good business 
judgment. But within this framework I am 
confident that the indutrial development bank 
will make an increasing contribution to 
solving problems of the types I have de- 
scribed, to increasing Canadian productivity 
and improving our competitive position, and 
to helping retain in Canada the ownership 
and control of Canadian businesses. 


OTHER FINANCIAL MEASURES: A ROYAL 
COMMISSION 


I should like at this point to comment on 
other important steps in the financial field 
which the government has announced in the 
recent past or will take in the near future. 


I should like to remind the house of cer- 
tain recent measures in the financial field 
that are designedly in harmony with the 
objectives I have announced tonight and, in 
particular, the objectives of lowering interest 
rates and ensuring that, as far as practicable, 
Canadian demands for capital should be met 
from Canadian sources. 


First, I am glad to say that after a naturally 
slow beginning, the Small Businesses Loans 
Act is being put to increasingly good use. The 
latest figures show that guaranteed bank 
loans under this legislation are now being 
made at an annual rate of approximately 
$100 million to a wide variety of Canadian 
business enterprises. 


Second, I should like to refer briefly to 
the arrangements which we are making for a 
secondary market in mortgages. As my col- 
league the Minister of Public Works has ex- 
plained, there is no intention of dumping 
on the market large quantities of mortgages 
now held by the Central Mortgage and 
Housing Corporation. If and when the gov- 
ernment is in need of funds there are more 
effective and cheaper means of meeting our 
requirements. On the contrary, it is our in- 
tention to feed out to the market fairly 
limited quantities, in a manner designed to 
encourage an active market in insured mort- 
gages. Such a market will give an element 
of liquidity to these instruments, and as such 
will harmonize with our general program 
of broadening and deepening Canadian capital 
markets and of bringing interest rates in 
Canada more in line with those abroad. 


I now turn to the future. It has become 
almost trite to say that the economic environ- 
ment of the sixties will be different from that 
of the fifties. In no field, as far as Canada 
is concerned, is this statement more true than 
in the field of financial relationships, domestic 
and international. In tonight’s budget, as 
on other occasions, the government has 
reached decisions on certain reforms and cer- 
tain improvements that should be introduced. 
We have, however, become aware of the 
need for a broader, fuller survey than is 
possible under the pressures of day to day 
government decisions. 


Major Canadian financial institutions have 
developed over the years an enviable reputa- 
tion for soundness, prudence and adaptability. 
Canada has been well served by them. In 
recent years there have been important 
changes in the institutions themselves and in 
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the markets in which they function. Even 
greater changes may be in store as the Cana- 
dian economy matures and becomes more 
complex. So important are these institutions 
and markets to the smooth functioning of 
business and government that a careful re- 
view of them is necessary from time to time. 


The last major study was made by the 
MacMillan commission in 1933. The Canada 
of that day was a much less mature country 
than the Canada of today, and the world in 
which she found herself was vastly different. 
Having in mind the length of time which has 
elapsed since this last review of our financial 
framework, and having in mind also the fact 
that the Bank Act must undergo its regular 
decennial review in 1964, the government 
has decided to appoint a royal commission to 
examine Canada’s financial structure and 
institutions. The terms of reference and 
membership of the commission will be an- 
nounced in due course. 

Meanwhile, I say that the terms of ref- 
erence will be broad, covering all aspects 
of money, banking, credit and finance. The 
financing of the Canadian economy will be 
one of the major areas of study. Such broad 
topics as the pattern and behaviour of in- 
terest rates, consumer credit and instalment 
financing, and the management of the public 
debt, will be included in the terms of 
reference. The commission will be asked to 
study existing financial institutions, such as 
the chartered banks, the Bank of Canada, and 
other institutions that perform banking and 
credit functions, and the various acts of 
parliament which govern their activities. The 
commission will also be asked to consider 
ways and means of encouraging the develop- 
ment of savings institutions. It would be our 
intention that the report of the commission 
should be available well in advance of the 
decennial review of the Bank Act. 


EXCHANGE OPERATIONS 


I now return to the exchange rate. As I 
have said it is the government’s intention that 
our import surplus of goods and _ services, 
which has been running in recent years well 
over a billion dollars annually, should be 
reduced substantially, and that this should be 
brought about through an appropriate adjust- 
ment of the exchange rate rather than by 
direct government controls or _ subsidies, 
quotas or tariffs. 

No one can say today what the appropriate 
level of our exchange rate would be when our 
balance of payments is in a position better 
suited to our present economic circumstances. 
But the rate will certainly be lower than it has 
been of late, and it may well be appropriate 


for it to move to a significant discount. It will 
be government policy to facilitate such a 
movement. 


Accordingly the exchange fund will be pre- 
pared, as and when necessary, to add sub- 
stantial amounts to its holdings of United 
States dollars through purchases in the ex- 
change market. This would have the effect of 
increasing the foreign exchange reserves 
available to Canada to be used in case of need. 
As many competent observers have pointed 
out, these reserves have not grown over the 
past decade in line with Canada’s inter- 
national transactions. Once an exchange rate 
more closely in line with Canada’s economic 
position is achieved, the government will use 
the resources of the exchange fund to ensure 
that the rate is kept within a range appro- 
priate to Canada’s changing economic situa- 
tion. The value of our currency must, of 
course, ultimately depend upon our pursuit of 
appropriate economic policies. 


It has been suggested in certain quarters in 
this country that any reduction in our ex- 
change rate is inflationary. I do not think that 
we are in any serious danger of inflation under 
present circumstances, with so much unused 
capacity in our economy. A decline in the 
exchange rate will mean modest price ad- 
vances for some of the goods we obtain from 
abroad as well as some of our export com- 
modities. I am confident, however, that if 
under present conditions of unused economic 
capacity there is any effect on consumer prices 
and the cost of living, these wiil be minimal. 

At this point I should like to issue a word 
of warning. A downward adjustment in the 
value of our dollar will open up new op- 
portunities for Canadian industry both in 
our home market and abroad. The fiscal and 
financial measures which I have proposed or 
shall be proposing later in this speech should 
place Canadian industry in a better position 
to take advantage of these opportunities. But 
it would be a sad mistake if Canadians should 
thereby assume that nothing else needs to 
be done. Goods and services do not sell them- 
selves. The world has become highly com- 
petitive for every type of goods and services 
which we produce. We must be prepared to 
intensify our efforts to compete in this new 
situation. We must work hard; all of us, not 
only the worker, but the entrepreneur and the 
business manager as well. 

It is well known that adjustments in the 
exchange rate do not yield advantages that 
last forever. Recent history is full of examples 
where such adjustments have proven to be 
an asset which has been dissipated before 
the fruits have been harvested, If industry 
should seek to obtain unwarranted price in- 
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creases, or labour should seek wage adjust- 
ments not justified by improvements in prod- 
uctivity, the opportunity will certainly be 
lost. It would surely be the height of folly 
if these new opportunities were to be lost 
because of lack of self-discipline or failure 
to achieve effective co-operation between 
management and labour were to result in 
higher costs and prices and a deterioration 
in our competitive position. I have in mind 
that our competitors abroad, particularly in 
western Europe, have succeeded in achiev- 
ing a degree of labour-management co-opera- 
tion which we in North America have yet to 
attain. We will need a much fuller measure 
of such co-operation and self-discipline in 
respect of profits, prices and wages if we are 
to take full advantage of the new opportuni- 
ties which will become available. 


International financial policy has been the 
subject of recent consideration both in the 
international monetary fund and also in the 
new balance of payments subcommittee of 
the organization for economic co-operation 
and development. I believe I can say that, in 
both bodies, there is a good degree of under- 
standing of the Canadian situation. 


These two groups have been paying close 
attention to the problems associated with 
massive short term international capital 
movements; as the house will recall, both the 
President of the United States and the Prime 
Minister of the United Kingdom have re- 
cently called public attention to the problems 
that are involved. Over the years Canada’s 
difficulties in deciding upon and pursuing an 
effective exchange rate policy have been en- 
tirely bound up with the problems of capital 
movements. If we can achieve a better inter- 
national understanding of these problems, and 
devise new international techniques for deal- 
ing with them, we shall all benefit. 


In summary, therefore, our objective is to 
achieve an exchange rate for the Canadian 
dollar which will contribute to a better bal- 
ance in our current account position and to 
substantially higher rates of domestic pro- 
duction and employment. We will strive to 
attain this goal through a combination of 
financial and general economic policies which 
will encourage Canadians to meet their capi- 
tal requirements more fully from domestic 
sources. 

Experience over the past few years suggests 
that there is sufficient resiliency in Canadian 
industry, whether producing for export mar- 
kets or for the domestic market, to bring 
about the necessary adjustments in our foreign 
trade balance. This judgment is, I think, sup- 
ported by the fact that although we are run- 
ning a very heavy deficit in invisible transac- 
tions, we have been able, with variations from 


year to year, to move from a peak commodity 
deficit of $728 million in 1956 to less than $150 
million in 1960. For the coming year we can 
foresee a possible surplus on external com- 
modity account which, we believe, should be 
substantially enlarged through the policies 
we are pursuing. 

We have the material means—the man- 
power, the resources and the industrial> ca- 
pacity—to obtain these results within a reason- 
able period of time. But the responsibility for 
attaining them does not rest with government 
alone. Indeed, they can only be reached if 
there is a maximum effort on the part of every 
segment of the Canadian community, from 
business and labour. We will have to produce 
the right goods at the right prices in com- 
petition with energetic and competent sup- 
pliers from every continent. I urge Canadian 
producers, encouraged and assisted by the 
policy measures which I am proposing in this 
budget, to respond fully to this compelling 
challenge. In this way we will attain expanded 
levels of efficient production and create new 
opportunities for the profitable employment 
of our growing labour force. 


INTERNATIONAL TRADE AND COMMERCIAL 
POLICY 


I now turn to consider the main develop- 
ments in our external trade relations. In per- 
haps no other field of our economic life are 
events moving more quickly or dramatically. 
With new regional trade groupings either 
established or in the process of being created, 
Canada is confronted with fresh challenges 
and the need to adjust to them. In the face 
of these developments, and against the back- 
ground of the recent slow down in our rate of 
economic growth, the government has been 
urged from various quarters to alter radically 
and immediately our traditional commercial 
policy. In some quarters it has been advocated 
that we should move toward economic self- 
sufficiency supported by a highly restrictive 
trade policy. Others would have us alter our 
course sharply in the opposite direction by 
merging Canadian industry and agriculture in 
some regional economic grouping. In these cir- 
cumstances it would seem timely to examine 
afresh the major tenets of our commercial 
policy objectives. 

Let me say at the outset that I reject 
categorically these extreme positions which 
are being urged upon us. These are counsels 
of fear and even despair. Attempts to isolate 
ourselves from the trading world through 
the imposition of trade barriers would do 
irreparable damage to the Canadian economy. 
It would mean a loss of markets and the 
stagnation of our most efficient export indus- 
tries. Standards of living of the Canadian 


{Mr. Fleming (Eglinton).] 


14 


people would decline and our economy would 
atrophy. It would mean running counter to | 
the whole trend of international economic — 
policy in the major trading countries. It 
would lead to regional disunity at home and 
a weakened voice at international council 
tables. 

Nor can I see any gain for Canada in aban- 
doning our present broad trade relationships 
in favour of joining a regional trade grouping. 
We shall, of course, have to adapt to changes 
in the world around us and be alert and flex- 
ible in meeting new challenges and oppor- 
tunities as they arise. For the present at least 
the situation is much too unsettled to con- 
sider seriously a sharp reorientation in our 
policies along these lines. 


Today our foreign trade and other economic 
ties link us to all parts of the world. With 
the attainment of convertibility and the re- 
moval of quota discrimination against our 
goods, there are increasing opportunities to 
extend our markets in many directions. I find 
it hard to see how, in our particular circum- 
stances, a discriminatory alignment with in- 
dividual countries or regional groups can help 
us to diversify and expand our foreign com- 
merce, or fail to do damage to our trade 
relations with countries against whom we 
would be turning our backs. Nor have I been 
convinced that a sweeping elimination of our 
tariffs in relation to any existing trade group- 
ing can be reconciled with a healthy second- 
ary industry or the balanced growth of the 
Canadian economy. 


I do not believe that the economic problems 
which confront Canada today require a dras- 
tic redirection of our trading relationships; 
or that these problems cannot be overcome by 
a vigorous pursuit of our present trading 
policies judiciously adjusted to meet changing 
world conditions. 

What then are the commercial policies we 
intend to pursue? Our broad objectives in the 
trade field have been stated in unequivocal 
terms on earlier occasions. They are clear. 

1. To achieve expansion, diversification, 
better balance and greater stability in our 
over-all trade and in our trade with common- 
wealth and other countries. 

2. To support and promote a regime of law 
and order in international trade; to respect 
our international commitments; and to stand 
ready to defend our rights and interest. 


3. To recognize the legitimate needs of 
Canadian producers; to safeguard them 
against unfair trading practices; and to pro- 
mote the balanced growth of all sectors of 
Canadian industry and agriculture. 

These have been the guiding principles and 
objectives in our foreign trade relations since 
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this government took office four years ago. I 
believe that they are the right policies to 
pursue today. 


Looking back I believe that we can derive 
considerable encouragement from the success 
we have had in moving toward these aims. 
Our exports in 1960 were the highest in our 
history. The deficit in our external commodity 
trade for the year 1960 was less than one 
quarter of the peak level of 1956. Imports are 
no higher than four years ago and, speaking 
broadly, our domestic industries are supplying 
a higher proportion of a growing domestic 
market. Our trade with individual countries 
is in better balance and we have enjoyed a 
gratifying measure of diversification in our ex- 
port trade both in terms of products and 
destination. 


Looking ahead I am confident that a con- 
tinued and vigorous pursuit of these objectives 
will lead to further successes despite the 
difficulties and uncertainties that exist in 
several important areas of world trade. As 
the very high levels of business investment 
of recent years bear increasing fruit in the 
form of increased export and impert-displac- 
ing production, we can look to increasing 
surpluses in our external commodity trade ac- 
counts and reduced deficits in our current 
account balance of payments. 

The movement to a better trade and pay- 
ments balance will be substantially enhanced 
as we achieve an external value of the 
Canadian dollar more appropriate to our 
present economic situation. 


We live in a country rich in many resources, 
natural and industrial, a country capable of 
producing many products in great quantity 
and at competitive prices. Our high standard 
of living has always depended in large meas- 
ure upon our ability to sell in world markets 
the products in which we excel in exchange 
for those in which other nations have special 
advantages. It is self-evident that a country 
which depends on foreign trade for one 
quarter of its national income must seek to 
maintain the widest possible system of world 
trade and payments, a code of international 
practice to govern that system, and a reason- 
ably diverse balance of interest among ex- 
ternal markets. 


For very good reasons, therefore, we have 
consistently supported the general agreement 
on tariffs and trade and the international 
monetary fund, and we shall continue to do 
so. This, of course, is not to say that we shall 
pursue a blind or inflexible adherence to the 
specific tariff bindings incorporated in the 
GATT agreements where the circumstances 
confronting particular Canadian industries 
require that they should be modified. The 
GATT makes provision for the renegotiation 


and modification of bound rates of duty and 
we have found it convenient from time to 
time to make use of this flexibility. In most 
cases these changes to bring our tariff up to 
date and adjust it to the changing needs of 
Canadian industry have followed compre- 
hensive investigations and reports by the 
tariff board. 


In the past several years we have introduced 
modernized tariffs for basic iron and steel, 
pipes and tubes, fresh fruit and vegetables, 
a large part of the textile schedule, as well 
as for other products. This evening I shall be 
proposing further changes affecting textile 
products, nails and several other items. We 
regard this task of modernizing the tariff as 
a continuing process and we have recently 
enlarged the tariff board to permit it to under- 
take more tasks and to handle its work more 
expeditiously. In every case where the tariff 
items in question were bound under the GATT 
agreements we have entered into negotiations 
with the interested countries and reached 
agreements satisfactory to both sides. We have 
endeavoured through this system of selective 
tariff adjustments to allocate the available 
protection to those products and industries 
which would improve the over-all efficiency 
of the economy and maximize production 
and employment in Canada. This, of course, 
has meant tariff decreases for some items to 
offset increases for others with no over-all 
increase in the incidence of protection. 


We have pursued Canada’s trade interests 
in the commonwealth through the common- 
wealth trade and economic conference and 
other commonwealth meetings, as well as 
through direct discussions with the United 
Kingdom and other commonwealth countries. 
We maintained a close contact with the 
previous United States administration in 
economic affairs and have already established 
an intimate and friendly working relationship 
with the new administration. We had a partic- 
ularly valuable meeting of the joint min- 
isterial committee on trade and economic 
affairs in March in Washington followed by 
visits to Ottawa of the United States secre- 
taries of agriculture and the interior and then 
the visit of President Kennedy. 

An important part of our success in achiev- 
ing greater diversity and a better geographical 
distribution of our export trade has been 
associated with a substantial increase in our 
exports to the United Kingdom and continen- 
tal Europe in recent years. Naturally we are 
intensely interested in the nature and direc- 
tion of the regional trading arrangements in 
which these countries are participating. 

The six continental countries comprising 
the European economic community have 
agreed upon a common external tariff to be 


established in stages over the next ten years 
or so. In accordance with the GATT rules 
governing customs unions, these countries 
have had to renegotiate their previously 
bound tariff rates in order to maintain the 
balance of their trading arrangements with 
other members of the GATT. This renegotia- 
tion has now been substantially completed 
in the current tariff conference at Geneva. I 
can now report that as far as Canada is con- 
cerned good progress has been made in these 
renegotiations although discussions on certain 
important agricultural and other products are 
still continuing. 

In mid-May the countries participating in 
the tariff conference decided that the re- 
negotiations with the Six had proceeded far 
enough that a date could be set for the open- 
ing of the fresh round of general tariff nego- 
tiations in Geneva which were first proposed 
by the present secretary of the United States 
treasury and have thus become known as the 
Dillon negotiations. The general negotiations 
began on May 29th. Canada is participating 
in these negotiations. It is our hope that they 
will result in the further reduction of tariff 
barriers against Canadian exports. In par- 
ticular, one would like to see the reduction 
of the tariffs of such powerful industrial areas 
as the United States and the European eco- 
nomic community where present levels of pro- 
tection on many products are still, in our 
view, inappropriately high. 

In earlier years when the countries of west- 
ern Europe were reconstructing their war- 
torn economies, Canada extended to them the 
full benefits of tariff concessions and gener- 
ous access to our markets despite the fact 
that these countries were applying dis- 
criminatory trade restrictions against our ex- 
ports in order to conserve their limited ex- 
change reserve. Restrictions and discrimina- 
tions have now largely disappeared, at least 
in the industrial sector. Now that these 
countries have regained their economic and 
financial strength we would like to see the 
remaining restrictions removed, including the 
restraints in the agricultural sector. We would 
also regard it as especially appropriate for 
those countries which are in a strong com- 
petitive position to take advantage of their 
favourable trade and payments position to 
reduce their tariffs and provide fuller oppor- 
tunities for an expansion of world trade. 

The United Kingdom government is increas- 
ingly concerned about the dangers it sees in 
remaining outside the European economic 
community of the Six, and is actively engaged 
in seeking a basis upon which it could join 
this grouping. The United Kingdom has not 
yet taken a decision but has indicated that 
should a decision be taken to negotiate with 
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the Six there would have to be arrangements 
to take into account the essential trading 
interests of commonwealth countries. For our 
part we have made it very clear that vital 
Canadian trade interests would be affected 
by such a move. Other commonwealth coun- 
tries have expressed similar concern. 


The Canadian government has kept in con- 
tinuous contact with these developments in 
Europe. The time has now come when full 
consultations on a ministerial level are 
required. The United Kingdom has proposed 
that the secretary of state for common- 
wealth Relations should come to Canada for 
this purpose and arrangements are being 
made for such a visit in the near future. The 
effectiveness of this consultation will depend, 
of course, on the extent to which the United - 
Kingdom is able, in advance, to provide us 
with specific information. While such con- 
sultations on a bilateral basis are clearly 
essential the Canadian government is urging 
that there should also be full opportunity for 
joint consultations among all commonwealth 
countries. 


A very high proportion of Canadian exports 
to the United Kingdom enters that market 
free of duty, many with the benefit of tariff 
preferences, some without. Free entry is 
accorded not only to industrial materials but 
to agricultural products and nearly all manu- 
factured goods as well. This is of great 
importance for the volume, diversity, and 
geographical distribution of our exports. 


Moreover, this historic right of common- 
wealth free access to the United Kingdom 
market for agricultural products, industrial 
material and most manufactured goods is the 
keystone of the commonwealth trading sys- 
tem. Not only for economic reasons, but for 
political reasons as well, we would not wish 
to see this system abandoned. 

We shall take every opportunity to ensure 
that the Canadian position is fully under- 
stood and our interests protected. We shall 
follow vigilantly the course of any discus- 
sions between the United Kingdom and the 
Six. Whatever may be the outcome we shall 
seek to preserve the most favourable terms 
of access to both these markets, and will 
pursue whatever policies may be required to 
achieve this end. 

The new organization for economic co- 
operation and development may well have 
an important role to play at an appropriate 
stage in the further consideration of arrange- 
ments between the two trading groups in 
Europe. The house is well aware that the 
Canadian government has played a full and 
constructive part in the creation of the 
O.E.C.D., and we were pleased that Canada 


was the first country to ratify the new con- 
vention. We look to it for increasingly close 
co-operation in all aspects of economic policy. 


We do not believe the O.E.C.D. should 
detract from the strength and importance of 
the more broadly based organizations in world 
trade and international finance; the general 
agreement on tariffs and trade, the interna- 
tional monetary fund and the international 
bank for reconstruction and development. 
Moreover we do not forget that many im- 
portant trading countries are not members 
of the O.E.C.D., for example Australia, India 
and Japan. 


Canada’s trade with Japan last year reached 
record heights in both directions. Japan is 
our third largest market, and our second 
largest for wheat. Japan is a very efficient 
producer of a wide range of manufactured 
products and can make these available in 
our market at very low prices. The Japanese, 
however, accept the principle that the growth 
of their exports of products which compete 
with our own production should be orderly 
and that they should avoid market disrup- 
tion. Their method of applying this principle 
is through the maintenance of voluntary ex- 
port restraints. We believe that this system 
is working reasonably well to permit an 
orderly expansion of two-way trade with 
Japan, while at the same time avoiding 
excessive penetration in sensitive sectors of 
our markets. Hon. members will recall the 
statement I made to the house on May 19 
outlining the Japanese voluntary controls for 
1961. 


Other low cost producers, notably Hong 
Kong, have thus far not been willing or able 
to apply a similar system, and there have 
been some rapid increases in imports of a 
number of textile products. As I reported to 
the house on May 23, we are urgently seeking 
an equitable solution to this problem in co- 
operation with the United Kingdom and the 
United States. Failing this we shall, of course, 
have to adopt other methods in defence of 
the legitimate interests of Canadian produ- 
cers. 

The problem of market disruption or fear 
of market disruption, particularly in the field 
of textiles, is widespread throughout the in- 
dustrial countries. The real difficulties for 
countries such as Canada and the United 
States which do not impose import restric- 
tions are unduly aggravated by the main- 
tenance of severe restrictions by many other 
countries, particularly in western Europe. We 
are now engaged with the United States and 
other countries in a co-operative international 
effort to achieve a more equitable sharing of 
the impact of the international movement of 


textiles. 
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TARIFF BOARD REPORTS AND OTHER TARIFF 
CHANGES 


The rates of duty on most items of signif- 
icance in the Canadian tariff are, as hon. 
members well know, bound against increase 
under our GATT agreements, and have been 
since 1947. This does not remove all pos- 
sibility of change, but it does make upward 
adjustments difficult. A necessary preliminary 
is to renegotiate under GATT any bindings 
which are affected by the proposed changes. 
If tariff increases are proposed, it becomes 
necessary to find acceptable compensation to 
offer in exchange. This is no longer easy, 
as the Canadian tariff has been combed re- 
peatedly for concessions to offer during the 
successive rounds of negotiations in which 
Canada has participated. 


For that reason I am particularly glad to 
be able to announce tonight that we have 
substantially concluded renegotiations which 
will permit us to implement in this budget 
the recommendations which were made by 
the tariff board in the three reports on textiles 
which it submitted last year. These three 
reports covered hosiery and knitted goods; 
narrow fabrics and lace; and wool clothing 
and manufactures. We are also implementing 
the recommendations made by the board in 
its earlier report on record changers, and 
subject to a modification to which I shall 
refer later, the recommendations contained 
in the board’s most recent report on nails. 


The details of all the proposed changes 
arising from these tariff board reports are set 
out in the resolutions which I shall table 
tonight. In regard to them there are only 
two comments of a general nature which 
I wish to make at this time. The first is 
that if parliament approves these resolutions, 
the government will be in the position of 
having implemented, without major change, 
every tariff board report submitted from the 
day we assumed office right up to date. My 
second comment is that such departures from 
the tariff board’s recommendations as have 
been made or are now proposed will provide, 
on balance, somewhat more protection for 
struggling sectors of the Canadian textile 
industry than they would otherwise have had. 


When hon. members examine tonight’s res- 
olutions in detail, they will discover four 
departures from the recommendations made 
by the tariff board in the various reports on 
textiles to which I have referred. Two of 
these departures relate to the items covering 
hosiery and knitted goods. The tariff board 
recommended that the most favoured nation 
tariff on the main knitted goods item be 
reduced from 35 per cent to 324 per cent ad 
valorem, and that the specific component of 
the compound duty on non-woollen hosiery 
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be reduced from 75 cents per dozen pairs to 
60 cents per dozen pairs, However, after re- 
viewing the position of the Canadian hosiery 
and knit goods industry, the government 
decided that it would not be desirable to in- 
troduce these tariff reductions at this time. 


The third departure relates to tapes, rib- 
bons and other narrow fabrics of man-made 
fibres, which are now classified under several 
different items at various rates of duty. The 
board suggested a new item to cover them 
at rates of B.P. 224 per cent and M.F.N. 25 
per cent. As a concession to the industry, 
particularly that sector engaged in the pro- 
duction of synthetic tapes and other narrow 
fabrics now classified under item 562a at 
higher rates of duty, I propose rates of B.P. 
25 per cent and M.F.N. 274 per cent. 


The fourth departure involves a downward 
modification in a rate recommended by the 
board. This was introduced in the course of 
negotiations in order to meet a special prob- 
lem in our trade with Italy. It invoives ap- 
plying a ceiling of 374 per cent to the com- 
pound duty which the board proposed in 
respect of travel rugs, so as to avoid an 
unduly high rate on certain low priced rugs 
imported from Italy. 


The next tariff board report to be con- 
sidered relates to nails. The board recom- 
mended changes in two of the three nail 
items. These involved a reduction in the ad 
valorem M.F.N. duty applicable to tacks and 
small nails, and an increase in the specific 
M.F.N. duty on large nails, accompanied in 
the latter case by a smaller increase in the 
B.P. rate. Thus the board’s recommenda- 
tions, if adopted without change, would result 
in a small increase in the margin of prefer- 
ence in the one case, and a reduction in the 
other. The former would constitute a breach 
of the “no new preference rule” of the GATT. 
Accordingly we have decided to adopt the 
board’s | recommendations regarding the 
M.F.N. rates of duty, and in each case to 
introduce a corresponding alteration in the 


B.P. rate, so as to maintain each of the 
present margins of preference without 
change. 


Thus far I have referred only to amend- 
ments arising from tariff board reports. These 
comprise the bulk of the tariff changes to 
be proposed at this time. There are others, 
and in most cases these too have been the 
subject of negotiations. They involve nego- 
tiated upward adjustments in the rates of 
duty on eviscerated chicken, paper twine, 
lawn rollers, hoes, forks and rakes, power 
lawn mowers, and filmed T.V. commercials. 
At the same time balance has been main- 
tained in the over-all level of our GATT com- 
mitments and in the over-all level of the 
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Canadian tariff by offering equivalent con- 
cessions on certain other items. These in- 
clude pineapple juice, parts and engines for 
power lawn mowers, parts for cement block- 
making machinery, and motorcycles. The rate 
on live poultry is being equalized with that 
of the United States. It is expected that the 
effect of the proposed changes, both the in- 
ereases and the decreases, will be to promote 
additional production and more jobs in Can- 
ada. It is hoped also that the proposed in- 
troduction of a minimum duty of five cents 
per. pound on eviscerated chicken will mate- 
rially assist the Canadian broiler industry, 
which has long complained of inequities be- 
tween the Canadian and United States tariffs 
on its products. 


There is also a miscellaneous group of © 
other tariff changes to be found in the resolu- 
tions. These involve adjustments and clarifica- 
tions which are not of general interest but 
nevertheless are important to those directly 
concerned. They include cabs on combines. 
I shall, of course, be glad to provide the 
house with a full explanation of these changes 
in the committee of ways and means. 


I might add that at the committee stage I 
hope to be in a position to introduce a sup- 
plementary resolution relating to sodium 
hypochlorite laundry bleach. This product 
was reclassified in consequence of a recent 
supreme court decision. However it would 
seem appropriate to restore and maintain the 
former rates of duty pending a report by 
the tariff board on this and other products 
included in the chemical reference. Accord- 
ingly we have initiated negotiations on the 
matter under the “special circumstances” 
clause of the GATT, and I expect that these 
negotiations will be completed in the very 
near future. 

As I mentioned earlier, a general round of 
tariff negotiations is now in progress in 
Geneva under the auspices of the general 
agreements on tariffs and trades and is 
expected to continue for several months. A 
number of the requests that I have received 
for reductions in Canadian tariffs are still 
under consideration in connection with these 
negotiations. 


FEDERAL-PROVINCIAL RELATIONS 


During the past year we have held three 
dominion-provincial conferences for the 
purpose of reaching agreement with the prov- 
inces on the form of the financial arrange- 
ments which should exist after the expiry of 
the present federal-provincial tax-sharing 
arrangements on March 31, 1962. At the first 
of these conferences held July 25-27, 1960, 
the provincial premiers presented their views. 
I might add that the financial substance of 
their proposals could hardly be described as 


modest since in aggregate they would have 
resulted in additional federal costs in excess 
of $2 billion per annum. Despite their rather 
startling character, these provincial financial 
proposals were carefully studied and at the 
conference held October 26-28, 1960, the 
Prime Minister made certain suggestions. 


It had become evident that the tax rental 
system had certain major defects. It placed 
the whole responsibility for levying these 
taxes on the federal government. The prov- 
inces took no responsibility for imposing the 
taxes upon which they depend for revenues 
nor had they any freedom whatever to amend 
tax rates in accordance with their current 
needs. Defects such as these are undesirable 
at any time, but in a period of rapidly in- 
creasing provincial demands and heavy 
federal responsibilities their effects have been 
particularly serious. The federal suggestion 
made at the October conference was that the 
provinces might consider again imposing their 
own taxes in the fields of personal income tax, 
corporation income tax, and succession duties. 
To facilitate this, the federal government was 
prepared to recommend to parliament that 
federal tax rates in the three shared tax 
fields be reduced at the termination of the 
present agreements by the existing standard 
rates. Under the present arrangements which 
refer to three standard taxes, the provinces 
receive 13 per cent of personal income tax 
collections, 9 per cent of the taxable income 
of corporations, and 50 per cent of succes- 
sion duties or estate tax, and these standard 
rates are referred to in abbreviated form as 
the 13-9-50 formula. Coupled with this sug- 
gestion was provision for the continuation of 
equalization payments to the provinces. 

On the basis of the discussion of these sug- 
gestions and further intensive consideration, 
the federal government advanced certain pro- 
posals at the dominion-provincial conference 
of February 23-24 this year. The Prime Min- 
ister’s statement to the conference was tabled 
as an appendix to Hansard of February 28. 
It is not my intention therefore to review 
these proposals in detail at this time except 
in so far as they have immediate budgetary 
implications. The main proposals were that 
the tax rental system be discontinued, that 
the provinces should impose their own taxes, 
and that a fairer and more realistic system 
of equalization be introduced, At the same 
time the federal government undertook to 
reduce its income tax rates to a larger extent 
than was suggested at the October confer- 
ence. In addition, the federal government is 
prepared to collect income taxes for any 
province which wishes to enter into an agree- 
ment to this end. In short, it was proposed 
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that the provinces would reassume their con- 
stitutional rights and responsibilities to im- 
pose and vary their tax levies as they saw ik. 

I have mentioned that the proposal made 
was that a fairer and more realistic system 
of equalization be introduced. It has always 
been the contention of this government that 
equalization payments to the provinces are 
absolutely essential. Without such payments 
it would be quite impossible for some of the 
less wealthy provinces to provide a reasonable 
standard of services without resorting to 
taxation far in excess of the national average. 
There is no question that to preserve reason- 
able equality in the provision of services 
across this country we must provide for some 
equalization of revenues. The proposed new 
arrangements have therefore been buttressed 
by an improved system of equalization and 
special payments which is more realistic and 
gives greater weight to fiscal need. 

In the first place, the special fiscal circum- 
stances of the Atlantic provinces have been 
recognized anew by the proposal to increase 
the Atlantic provinces adjustment grants by 
40 per cent or from $25 million to $35 million 
for each of the five years of the new period. 
Second, it is proposed that the additional grant 
of $8 million per annum to Newfoundland 
be continued for a further five years. Third, 
it is proposed that the equalization formula 
be broadened to include, in addition to the 
yield of the three standard taxes, 50 per cent 
of the three year average of natural resource 
revenue and that the basis of equalization be 
changed from the average yield in the two 
provinces with the highest per capita yield 
to the national average. Variations as be- 
tween provinces in resource revenues are a 
major factor in the financial position of the 
provinces and the inclusion of this factor in 
the equalization formula greatly improves the 
position of the less wealthy provinces. Equali- 
zation based on standard tax yields in the 
top two provinces led in some instances to 
larger payments than could be defended on 
the basis of fiscal need. The use of a national 
average formula as a basis for equalization 
payments will give adequate recognition to 
the principle of fiscal need without placing 
unnecessary demands on the federal treasury. 

One further aspect of the federal pro- 
posals merits special reference at this time. 
From 1947 to 1957 under agreements, and 
since then from year to year without an agree- 
ment, the federal government has paid to the 
provinces half of the federal income tax 
collected in respect of income derived form 
the distribution to or generation for distribu- 
tion to the public of electrical energy, gas or 
steam by corporations whose main business 


is such distribution or generation. At the 
conference we proposed to continue these ar- 
rangements for another year. In compliance 
with the representations of the provinces it 
is now proposed that this sharing be continued 
throughout the next five years, that is, sir, 
during the period of the proposed arrange- 
ments. From a federal revenue standpoint, 
this proposal to continue sharing with the 
provinces on an equal basis the corporation 
tax from this source is equivalent to a re- 
duction in federal tax. Under the arrange- 
ments now proposed, the provinces will be 
in a position to complement this federal 
action by policies which could benefit the 
industry and the consumers. 


The government wishes to spare the prov- 
inces the expense of setting up separate tax 
collection machinery and to contribute as 
much as possible to simplicity, convenience 
and uniformity in the tax system. It therefore 
offered to collect on behalf of the provinces 
the provincially imposed personal income 
taxes and corporation income taxes free of 
charge provided the provincial tax base was 
identical with the federal tax base at all 
times. This offer could not be extended to 
the estate tax since the provinces do not 
have the constitutional power to levy an es- 
tate tax on the federal basis. The federal] 
offer in this instance therefore was that any 
province not levying succession duties would 
receive half the yield of the federal estate 
tax while an abatement of 50 per cent of the 
federal estate tax would be granted as at 
present to provinces levying their own suc- 
cession duties. 


The federal offer to collect the provincial] 
taxes free of charge obviously leaves the 
provinces with freedom and flexibility to im- 
pose their own rates of tax, a freedom they 
were denied under the rental system. At the 
same time it encourages them not to compli- 
cate the task of the taxpayer. At a later date, 
after the necessary legislation has been put 
before parliament and approved, it will be 
possible to work out the precise terms of tax 
collection agreements with those provinces 
which wish to avail themselves of the federal 
offer. 
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The proposal to return to the provinces 
the responsibility of levying taxes on the 
income of individuals and corporations was 
accompanied by a promise that the federal 
government would ask parliament to provide 
for reductions in the federal rates of tax. In 
the case of the corporation tax, the federal 
reduction is to equal the abatement of 9 per 
cent of taxable income now granted. In the 
case of the personal income tax, the reduction 
is to increase by one percentage point each 
year from 16 per cent of the level of federal 
tax which would otherwise prevail in the 
first year, to 20 per cent in the last year. 
The provincial share of the yield from the 
personal income tax will thus rise by the 
final year of the agreement to exactly double 
the level of 10 per cent in effect when the 
present government came into office in 1957. 
The provinces will of course be quite free 
under this system to reap higher yields by 
imposing higher rates of tax if they choose 
to do so. 

I have spoken of the advantages to the 
provinces of the freedom and flexibility which 
the new arrangements can bring. From the 
federal standpoint there are also great ad- 
vantages. It will mean that the federal gov- 
ernment will no longer have to impose rates 
of tax high enough to meet the demands 
of provincial expenditure. The federal budget 
will no longer be inflated by what are es- 
sentially taxes for provincial purposes. It 
will mean very substantial reductions in the 
rates of federal tax. 

I should like at this point, if I have the 
permission of the house, to insert in Hansard 
a table showing the amount of the federal 
contributions to or for the benefit of the 
provinces for the last five years together 
with the estimated amount for the year 
1961-62. 


Mr. Speaker: As the minister advised, he 
has three tables which he wishes to have 
inserted. Perhaps the house will give its con- 
sent to the inclusion of all three without his 
having to mention the other two. 


Some hon. Members: Agreed. 


[Editor’s note: The table referred to above, 
follows: ] 
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TABLE 1 


FEDERAL CONTRIBUTIONS TO OR FOR THE BENEFIT OF THE PROVINCES 
(in millions of dollars) 


1956-57 1957-58 1958-59 1959-60 1960-61 1961-62 
(preliminary) (estimated) 
A. Unconditional payments— 
1. Statutory subsidies...... 22.8 22.0 21.6 2 
Tales 21.4 
2. Tax abatements (estimated). 157.3 275.6 275.1 313.8 303.7 393.5 
3. Taxrentals......... SRD. © : 213.9 249.0 279.7 288.7 298.8 
4. ermengan (including stabi-} 365.9 
eo a re (139.5 ; 
5. 50 per cent abate of income tax : sii Haas ‘tisk PAs 
on power utilities.......... 6.6 7.4 : 
6. Atlantic provinces adjustment < ~ a oo 
PERREES ete 5 capi cond 65°70 aS — _— 25.0 25. 3 
7. Term 29 award (Newfound- ns 5 i 
MMC crs ee ee ee — _- Tac8 Ten fee: 8.0 
Bubtetal’: « asese..cl.ad 552.6 658.4 742.1 832.7 841.5 876. 0 
B. Conditional payments— 
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11. Welfare....... BoRth, Pein 38.4 48.2 74.1 90.9 103.1 96.0 
12. Vocational training, etc...... 4.7 4.8 8.1 8.4 8.8 OH i 
13. Highways and transportation. 26.9 50.9 53.7 56.7 48.7 54.1 
14. Resource development....... 2.7 4.3 8.7 15. 17.9 21.2 
15. Municipal winter works...... — ao 0.2 6.6 8.9 26.9 
io CON rao See see ee eee 1.0 1.0 ii 16 3.0 2.6 
Ply POURL. os. cds ae es wu 111.0 144.8 248.4 382.8 431.5 550.0 
C. Payments for the benefit of Pro- 
vincial Institutions— 
Visas BIVOrstGy: STANUS, .. «6 s)-.5 + <»,- 16.0 16.6 25.5 26.1 19.0 19.4 
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lieu of taxes on federal gov- 
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thy COUee ee oc 20.4 34.1 47.4 48.7 43.5 44.1 
MOT ATS 24208; Sass, « 689.3 837.3 1,037.9 1,264.2 1,316.5 1,470.1 


Mr. Fleming (Eglinton): The total of 
these payments and abatements has risen 
from $689.3 million in 1956-57 to $1,470.1 
million in 1961-62, or more than double. 
Included in this total is an _ estimated 
amount of $298.8 million for tax rentals 
in 1961-62. This amount includes $13.5 
million for rental or succession duties which 
will not be eliminated under the proposed 
collection agreements, but even allowing for 
this and assuming a modest growth in tax 
yields, the change to a tax collection system 
will remove more than $300 million from the 
federal budget next year which will be the 
first year of the new five year period. I am 
accordingly submitting proposals tonight to 
reduce federal taxes effective January 1, 1962, 
by $300 million per annum. 


INCOME TAX 


I shall proceed now with tax changes. I 
have already referred to the principal con- 


siderations of policy which motivate this 
budget. The general levels of taxes are not 
being altered at this time. I am bringing 
forward some important amendments, how- 
ever. Aside from the reductions of income 
taxes connected with our undertakings to 
the provinces, with which I have already 
dealt, I am providing for tax reductions to 
the extent of about $100 million in a full 
year. I am also proposing several new meas- 
ures pertaining to the structure of the tax 
laws. The various amendments are intended 
to improve the conditions of industry, to 
provide additional employment and to con- 
tribute to the general welfare. Some of them 
will further the efficiency and the equity of 
the tax system. 


Reduction of the exchange rate will pro- 
vide new and significant price advantages to 
goods made in Canada in comparison with 
those made in other countries. More than 
any other policy that could be adopted, a 
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lower exchange rate will be of signal as- 
sistance to all of our producers, both in 
primary and in secondary industries, to those 
who export as well as to those who sell at 
home. It is for Canadian industry now to 
make the most of the new opportunity which 
is theirs. As I have already explained, the 
benefits of a lower exchange rate take the 
form of price differentials and they tend in 
time to disappear. Thus these benefits -are 
at a maximum during a limited period of 
time. 

Many of our industries are at present com- 
peting in fields in which large portions of 
domestic needs are being supplied by im- 
ported goods. Frequently the Canadian manu- 
facturer is capable of extending his market 
greatly with improved efficiency, with lower 
costs of production and with more competitive 
prices. This is as true of markets abroad as 
of those at home. 


It is of the utmost importance that Cana- 
dian manufacturers should extend their mar- 
kets. More than anything else, the govern- 
ment is concerned about employment. To 
secure a maximum increase in employment 
it is desirable, I should say essential, that 
every industry, every business and every 
labour organization should give renewed 
thought to the increase of productivity, the 
improvement of efficiency and the competi- 
tiveness of costs and prices. This is the con- 
structive and effective way to deal with the 
problem of employment in our free enter- 
prise economy. 

Many of our major industries are well 
equipped, up to date and fully competitive 
with those of other countries. Huge capital 
investments have been directed to this end. 
Other industries are not at present as well 
able to compete for business at home and 
abroad. Probably every enterprise in the 
country is capable of doing more than at 
present and of doing it better. 

Frequently, the most difficult aspect for 
an individual business to undertake unaided 
is the financing of expensive new capital 
installations, including machinery, equipment 
and buildings. The government has decided 
to give help at this point by introducing an 
allowance for re-equipment and moderniza- 
tion. 

This special incentive will take the form 
of a 50 per cent increase in the first year in 
the rates of capital cost allowance applicable 
to new assets acquired for use in Canada 
from tonight until March 31, 1963. This spe- 
cial allowance will be available in respect of 
all depreciable assets which are eligible for 
depreciation by the diminishing balance 
method. A business will be permitted at its 
own option to take advantage of this sub- 
stantial tax concession to the extent that its 
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investment during a taxation year on new 
depreciable assets for use in Canada is in 
excess of its expenditure on such assets in 
its last complete fiscal period that ended 
before tonight, or in excess of the average 
of its expenditures in that period and its two 
immediately preceding fiscal periods. 


The purpose of this latter limitation is to 
provide the desirable incentive at a mini- 
mum cost. As any businessman would do, 
I am trying in this case to obtain a maximum 
result in return for treasury dollars. By ap- 
plying the re-equipment and modernization 
allowance only to expenditures in excess of 
those in a recent base period, I am attempt- 
ing to establish a rule by which to make 
this valuable concession available to those 
who are genuinely increasing the level of 
their investment in new depreciable assets 
but not to that large total of depreciable 
assets most of which would have been ac- 
quired in any event. 


As far as new companies and new opera- 
tions are concerned, it has been decided that 
the same formula should apply as in other 
cases. A new company, for example, will be 
able to claim the special allowance with 
respect to the whole of its investment in 
new depreciable assets for use in Canada 
since it has made no comparable investments 
in former years. On the other hand, the 
Department of National Revenue will be 
empowered to withhold the re-equipment 
and modernization allowance in cases where 
existing operations are split up into new 
ones merely for tax-defeating purposes. 
Capital cost allowances will continue as 
before to be limited in total by the cost of 
acquisition. They are not to exceed 100 per 
cent. 

Hon. members are familiar with the new 
program which was inaugurated in the sup- 
plementary budget of December 20, 1960. 
Double depreciation for the first year or its 
equivalent in a later year was offered with 
respect to capital investments for products 
which are new to Canada as a whole or to 
designated areas of surplus manpower. As 
is usual with such matters, interested persons 
took some time to consider the possibilities 
in relation to their own affairs and their own 
plans. Following a time lag that was not 
unexpected, an increasing display of interest 
is being shown on the part of potential manu- 
facturers of new products. Since the an- 
nouncement of the regulations covering the 
plan, close to 300 inquiries had been received 
by the Department of Trade and Commerce 
by the end of May. Furthermore, interest in 
the program has increased in recent weeks 
as reflected by the fact that the number of 
applications received by the Department of 
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Trade and Commerce doubled in May, com- 
pared with March and April combined. 


Applications for accelerated depreciation 
ve been made by firms producing a wide 
ety of products. These include chemicals, 
steel, textiles, electronics, plastics, foods and 
other products. Thus, a representative cross 
section of Canadian secondary industry is 
seeking to take advantage of accelerated 
capital cost allowances under the December 
program. Some firms are establishing new 
nts, while others are enlarging their pres- 
ent facilities in order to make new products 
and thus diversify their output. These en- 
quiries and applications have been made by 
firms located in many regions of Canada. 
The value of the assets covered by these 
applications exceeds $27 million. We antic- 
ipate that a steady increase will occur in 
the number of applications as businessmen 
develop a better understanding of the program. 


Considering the fact that this program has 
been in effect a limited period of time, the 
government is pleased with its acceptance 
to date. The new projects resulting from the 
program will create additional employment 
in the industries supplying the new plants 
and facilities. Further, there will also be 
additional jobs for those working in the new 
plants. Another benefit is that new products 
are likely to be introduced which should make 
a useful contribution to further diversification 
of our secondary industries. 

It is not intended to modify or amend this 
double depreciation program. Rather it is 
intended that the new re-equipment and 
modernization allowance can be claimed in 
addition by those who qualify for double 
depreciation in either the new product or 
the new designated area categories. 


In the conditions that exist today, scientific 
research is to be assigned a top priority of 
urgency and importance. It must play an in- 
creasing and indispensable part in all sections 
of industry and in many aspects of every 
day life. Much has been done in the labora- 
tories maintained by the government, both in 
basic and applied research and in develop- 
ment. In addition, the federal government 
has given greatly enlarged assistance to uni- 
versities and private industry to stimulate 
scientific research and it will be giving more. 
If Canada is to maintain its due place in 
the world, advances must be made in these 
fields of science. I am proposing to extend 
the deductions now allowed to taxpayers in 
respect of expenditures on scientific research 
undertaken in Canada. These are already 
extensive but it now seems appropriate to 
take further steps in this direction as part of 
the government’s program to assist Canadian 
business to be efficient and up to date. 


_ Canadian industries, particularly the sub- 
sidiaries of foreign companies, are too depend- 
ent on research done abroad. The government 
believes that more industrial research should 
be done right here in Canada. The measures 
being introduced tonight are designed to stim- 
ulate industrial research in our own country. 


The Income Tax Act now provides that 
expenditures of a capital nature made on 
scientific research in Canada may be fully 
written off in three years. I am proposing that 
henceforth taxpayers be allowed if they wish 
to deduct such expenditures in full in the 
year incurred, 


The act now provides that amounts deducted 
under the provision dealing with scientific 
research shall be limited to 5 per cent of 
the taxpayer’s previous year’s taxable income 
unless the research program has been ap- 
proved by the Minister of National Revenue 
with the advice of the national research coun- 
cil. Although in practice approval is normally 
given, I believe that a modification of this 
requirement will give encouragement and cer- 
tainty to taxpayers who are planning to in- 
crease their scientific research programs. I am 
accordingly recommending removal of this 
limitation with respect to expenditures so far 
as it affects current expenditures. 

Finally, I am proposing that taxpayers be 
permitted a deduction from income in respect 
of expenditures on scientific research made 
at one stage removed, that is, in respect of 
amounts paid to a foundation established for 
the purpose of expending all its resources on 
scientific research in Canada. 

I turn now to some rather different problems 
that have attracted an increasing amount of 
interest and concern. It has been concluded 
that the next major step in the private pension 
field should be to use the resources of gov- 
ernment to encourage and assist the more 
widespread expansion of private pension plans 
on a secure basis. It is desirable that those 
who have been employed throughout their 
working years should be able to retire with- 
out fear of want. Having in mind the exten- 
sive provision now available to meet these 
needs through private pension plans it is im- 
portant to ensure that such plans are gener- 
ally available and adequate. To these ends, 
action is required at the appropriate govern- 
ment levels to fulfil two objectives, namely 
to protect the solvency of private pension 
plans and to help promote the portability of 
pensions. The house will recall that on May 
9 and on May 24, 1960, I drew attention to 
the fact that federal jurisdiction in this field 
is limited. While there is a confined area 
within which the federal government has 
powers there are wider areas of provincial 


jurisdiction. 
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By the portability of a pension is meant the 
ability of a worker to accumulate a pension 
throughout his working lifetime even though 
he may change from one pensionable employ- 
ment to another, perhaps on successive oc- 
casions. The government is concerned about 
persons who have worked with more than 
one employer but who on retirement can re- 
ceive pensions based only on their service 
under the pension plan of their last employer. 
The income after retirement of those affected 
is a matter of great importance. In addition, 
the inability to carry pension rights away 
from a job, that is to say the absence of port- 
ability, may deter workers from transferring 
to more productive jobs. The portability of 
pensions may serve in a very constructive 
way as a stimulus to the productivity of the 
whole economy, by providing the individual 
worker with a wider range of free choice in 
seeking employment. In due course a con- 
tribution will be made by this means to in- 
creased employment. 


In addition to these problems there is an- 
other which, fortunately, has seldom con- 
fronted us in recent years, namely the 
solvency of pension funds. The most important 
single requirement of a private pension plan 
is quite obviously that the requisite funds 
should be on hand when needed to pay the 
pensions. The insolvency of a pension fund 
could just as well prove to be disastrous to 
an employee who had spent all his working 
life with one employer as to another who 
changed his employment frequently. 


The expansion of pension plans in the last 
25 years has been phenomenal. In 1959 there 
were over 10,000 such plans in Canada of 
which 90 per cent were handled by insurance 
companies or the annuities branch of the 
Department of Labour. The remainder were 
trusteed plans where the contributions are 
deposited with a selected trustee for invest- 
ment. Although constituting only 10 per cent 
of the number of plans, the trusteed plans in 
1959 covered almost 1 million employees or 
61 per cent of all employees under pension 
plans and their assets represented 64 per cent 
of the total. 


As hon. members are aware, these pension 
plans are accorded valuable income tax con- 
cessions provided they are registered for this 
purpose with the Department of National 
Revenue. In general, tax deferral is granted 
during the period of accumulation and the 
pension benefits are taxed as personal income 
as and when they are received. 


I doubt very much whether it is as well 
known as it should be that the federal gov- 
ernment does not supervise or control the 
solvency of private pension funds; neither 
do the province, aside from establishing cer- 
tain statutory responsibilities of trustees which 
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pertain to only a small portion of this prob- 
lem. These observations do not, of course, 
apply to pension plans whose detailed benefits 
are covered by a contract with an insurance 
company which guarantees the amount of 
pension to be paid in return for the contribu- 
tions made by the employer and employees. 
There is, however, no governmental super- 
vision to ensure that the assets of other plans 
are being accumulated at an appropriate rate 
to meet the future liabilities of those plans. 
Among these other plans I include both 
trusteed plans and those plans where an 
insurance company enters into a deposit ad- 
ministration contract and simply receives con- 
tributions on deposit without entering into 
a contract to pay specific amounts of annuity. 


I should make clear at once that there is. 
no necessity and no intention to cast doubts 
upon the vast majority of private pension 
plans which are efficiently and conscientiously 
administered by insurance companies and by 
personal or corporate trustees. What is pro- 
jected is a degree of supervision of trusteed 
pension plans, in the public interest, com- 
parable in some respects with the supervision 
traditionally exercised over insurance com- 
panies. Many people may be surprised to 
learn that no such supervision has existed 
in the past. 

I warmly welcome the growing indications 
of provincial interest in this field. The gov- 
ernments of both Ontario and Saskatchewan 
have recently given evidence of their concern. 
The government of Ontario has indicated its 
desire to discuss this question with the other 
provincial governments and the federal gov- 
ernment during the coming months. This in- 
terest of these provinces is particularly im- 
portant because of the constitutional aspect 
of the problems. 

This government shares the view that a 
joint federal-provincial approach should be 
made. To this end the government intends to 
arrange consultations with any interested 
provinces to give further definition to such 
a program and thus to provide encourage- 
ment for the more widespread establishment 
of pension plans. Accordingly, I am announc- 
ing at this time that the federal government 
has decided to seek the co-operation of the 
provinces in a program to deal with the sol- 
vency and portability of private pension 
plans. 


Mr. Martin (Essex East): Two years too late. 


Mr. Fleming (Eglinton): Better two than 
Zen 

In the March, 1960 budget I announced the 
intention of the government to introduce 
legislation to incorporate a new approach to 
the taxation of employees’ profit sharing 
plans. Hon. members will recall that a bill 
dealing with the taxation of deferred profit 


sharing plans was given first reading only. 
This course was followed in order to give full 
opportunity to all interested citizens and 
organizations to study this complex issue. 


The interest shown in the proposals intro- 
duced for study last year has been most 
gratifying. The briefs, letters and comments 
I have received have been of great assistance 
in preparing the legislation which I am now 
proposing. The substance of last year’s draft 
bill will be brought forward, with several 
alterations and improvements, into this year’s 
bill to amend the Income Tax Act. The legisla- 
tion will provide that an employee will not be 
subject to income tax on amounts contributed 
to a profit sharing plan on his behalf by his 
employer until actually received as proceeds 
from the plan. As I stated last year, the im- 
proved facilities provided for employees’ profit 
sharing plans will constitute an important 
piece of social legislation and provide fresh 
opportunities for labour and management to 
work out new forms of co-operation amongst 
themselves. 


If parliament approves the recommendation 
for deferred profit sharing plans it will greatly 
increase the number of cases where an 
employee may receive a lump sum payment 
representing accumulated earnings which have 
not borne tax. If a taxpayer becomes a non- 
resident before receiving these payments there 
is at present no provision for levying a tax. 
This incentive to become a non-resident for 
a short time in order to gain a tax advantage 
should be removed. I am proposing that lump 
sum payments which represent deferred re- 
muneration earned in Canada be regarded as 
income earned in Canada. This will apply only 
to lump sum payments. On the other hand, 
pensions paid to former Canadians who have 
become residents of other countries will con- 
tinue to be free of Canadian tax. 


There will be several amendments to the 
personal income tax designed to give relief. 
Last year this house approved a proposal to 
increase substantially the maximum amount 
of medical expenses for which a deduction 
may be claimed in arriving at taxable in- 
come. I believe that the amounts now de- 
ductible are sufficiently high to give full relief 
to most taxpayers who have incurred extra- 
ordinary medical expenses, but I am impressed 
with the intolerably heavy burden being borne 
by a small number of taxpayers whose ex- 
penses are in excess of the present limits. A 
single motor accident, for example, may cause 
a taxpayer more extraordinary medical ex- 
pense in one year than another taxpayer 
would incur in a lifetime. Since the whole 
purpose of the deduction for medical ex- 
penses is to give relief to those taxpayers 
whose ability to pay income tax has been 
reduced by extraordinary expenses, it seems 


25 


both logical and fair to remove the limits 
entirely, and I am so recommending. I am also 
proposing that the cost of an instrument which 
assists those who have suffered from cancer 
of the throat, an electronic larynx, be classed 
as a medical expense. 


An intensive review is being made by the 
United States tax authorities of the treatment 
for tax purposes of contributions by residents 
of the United States to charitable institutions 
in other countries. During the past year there 
have been expressions of concern by Canadian 
universities and by their graduates and other 
supporters in the United States that the exist- 
ing system might be changed to their detri- 
ment as a result of this review. In the past 
donations made through a United States 
corporation to a charitable institution in an- 
other country have been treated as deductible 
for purposes of taxes in the United States. 
There has never been a corresponding privi- 
lege in our income tax law, although there are, 
of course, residents of Canada who make 
contributions to universities and other chari- 
table organizations in the United States. Be- 
cause of the particularly close relations be- 
tween Canada and the United States it is 
desirable and feasible to permit some excep- 
tions to the general rule which denies a deduc- 
tion in respect of donations to charitable 
organizations located outside Canada. Thus our 
income tax convention with the United States 
provides some limited exceptions and our 
estate tax convention with the United States, 
recently approved by the house, contains a 
more general provision for ignoring the border 
as far as charitable organizations are con- 
cerned. We have accordingly notified the 
United States authorities that whenever they 
are ready, Canada is prepared to enter into 
negotiations to amend the provision of the in- 
come tax convention that deals with charitable 
donations. In the meantime, it is understood 
that the United States authorities are aware 
of the close relations between universities in 
one country and their graduates and friends 
residing in the other and are anxious to main- 
tain and foster these traditional relationships. 

In the 1960 budget speech I drew attention 
to another matter which was marked for spe- 
cial study during the year. This was the prob- 
lem of the taxation of corporation surpluses 
and the designation of surplus under section 
28(2) of the act. I appreciate the many care- 
fully considered observations and suggestions 
that have been submitted in answer to my 
request. With the assistance of these submis- 
sions members of the Department of Finance 
and the Department of National Revenue have 
been engaged in a comprehensive study of 
these provisions of the income tax law. This 
study has not yet advanced to the stage where 
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I can place specific proposals before parlia- 
ment. This subject will continue to receive 
close attention during the coming year. 

I am proposing a comprehensive overhaul 
of the definition of a personal corporation and 
the rules for taxing shareholders of such cor- 
porations. A personal corporation is one used 
to hold the investments of the individual and 
persons related to him. All the income of such 
a corporation is deemed to be distributed to 
its shareholders each year. It has become 
apparent that this legislation contains some 
anomalies and some provisions which are 
lacking in clarity. I have reached the conclu- 
sion that the time has come for a revision of 
this complicated piece of legislation. Some of 
the proposed changes will be relieving. For 
example, I am proposing amendments con- 
cerning the right to carry forward losses and 
the option to compute tax in a special way on 
the recapture of capital cost allowances. These 
are introduced in response to requests that 
income received through a personal corpora- 
tion should be granted the same tax treatment 
as income received directly. Other changes 
will be designed to prevent personal corpora- 
tions being used to split income with members 
of a taxpayer’s family and to thwart devices 
for postponing tax on income from invest- 
ments. 

Hon. members are aware of the many ways 
in which the income tax law provides incen- 
tives to taxpayers to develop our natural re- 
sources. At present, in addition to corporations 
whose principal business is mining or produc- 
ing petroleum or natural gas, corporations 
whose principal business is processing mineral 
ores and metals recovered therefrom are al- 
lowed to deduct expenses incurred in explor- 
ing and drilling for minerals, oil and gas. I 
am proposing to extend these incentives by 
permitting companies whose principal business 
is fabricating metals to deduct such explora- 
tion expenses. In future, therefore, these com- 
panies will have a greater incentive to search 
for their own supplies of raw materials. 

Other amendments proposed for natural 
resource industries will permit a mining, 
petroleum or natural gas company to deduct 
preproduction expenses incurred by a former 
subsidiary. 

Our income tax law must be continually 
reviewed and adjusted not only to provide 
appropriate encouragement to the legitimate 
needs of taxpayers but also to achieve equity 
among them. The government has become 
increasingly concerned over the evidence of 
abuse by some taxpayers of the provisions for 
the deduction of amounts expended for the 
purpose of gaining income from a business. 
The question is to what extent amounts spent 
by a firm for the entertainment of its cus- 
tomers and the travelling expenses of its 
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employees are really required in order to 
gain income. Since ours is a free enterprise 
economy, our income tax law assumes that 
the businessman is the best judge of the ex- 
tent to which he should incur expenses of 
this nature, and naturally the government 
has been reluctant to recommend, and par- 
liament to impose, rules that would restrict 
him unduly in this respect. However, the 
government has no intention of allowing so- 
called ‘‘expense account living” to thrive and 
I am consequently serving notice that in 
future the allowance of expenses of this 
nature will be subject to more intensive 
scrutiny. I am hopeful that more stringent 
legislation will not prove to be necessary. 


One of the most important factors affecting 
the income tax status of a person, either 
individual or corporate, is the determination 
of his country of residence. I am proposing 
that a corporation incorporated in Canada 
which is carrying on business in this country 
be deemed to be resident here. I am also 
proposing that the provision deeming an in- 
dividual who is a member of the military 
or public services on duty outside of Canada 
to be a resident shall extend to his wife and 
dependent children so that they will have 
the same tax status. 

Finally, I am proposing that volunteer fire- 
men be relieved of income tax on amounts 
up to $300 per year paid to them to cover 
expenses they incur while engaged in fire- 
fighting duties. 


SALES AND EXCISE TAXES 


I am proposing a number of changes in 
commodity taxes. The first of these concerns 
the structure of the tax on cigarettes imposed 
under the Excise Act. This tax is levied at 
the rate of $4 per thousand for cigarettes 
weighing not more than 23 pounds per 
thousand. If cigarettes weigh more than this 
limit the tax is $5 per thousand. I am recom- 
mending that this dividing point where the 
higher rate of tax commences to apply be 
raised so that in future cigarettes may be 
manufactured weighing as much as three 
pounds per thousand before becoming subject 
to the higher rate of tax. This will permit 
manufacturers to increase the amount of 
tobacco in each cigarette without becoming 
liable for a higher tax. I am assured that this 
will lead to a signifiant increase in the amount 
of tobacco used in the cigarette industry. This 
will bring substantial benefits to Canadian 
tobacco growers. In order to give all cigarette 
manufacturers time to make any necessary 
modifications in their equipment to take ad- 
vantage of this change the amendment will 
not become effective until January 1, 1962. 


With the exception of the taxes on tobacco 
products and wines, most of the taxes im- 
posed under the Excise Tax Act are on an ad 
valorem basis. A tax in this form at the rate 
of 10 per cent or 15 per cent amounts to a 
very small amount per article where the 
taxable items are manufactured or imported 
at a very low price per unit. I have reached 
the conclusion that greater uniformity in the 
amount of tax on a number of items is de- 
sirable, especially as between imported and 
Canadian manufactured commodities. For this 
reason I am proposing that the present 15 
per cent ad valorem excise tax on electronic 
tubes for radios, television sets and record 
playing devices be modified to provide that 
the tax shall in no case be less than 10 cents 
per tube. Similarly I am proposing that the 
15 per cent ad valorem tax on radios shall 
bear a minimum of $2 per radio and the 10 
per cent ad valorem tax on mechanical 
lighters shall be not less than 10 cents. 


Turning to the sales tax, I am proposing 
several technical changes for clarification and 
also a number of exemptions from tax. These 
new exemptions, which are intended to 
recognize new products and _ technological 
changes, include laminated timber for bridges 
purchased by municipalities, self-propelled 
forage wagons for farm use, a new kind of 
casing used for seismic tests in oil and gas 
exploration and propane tanks for use with 
furnaces. 


In addition to taxes on commodities, the 
Excise Tax Act contains a provision for im- 
posing a 10 per cent tax on insurance pre- 
miums when insurance is placed with non- 
authorized insurers. There appears to be an 
increasing tendency on the part of non- 
resident corporations carrying on business in 
Canada, and also Canadian corporations which 
are controlled outside of Canada, to arrange 
their fire and casualty insurance in respect of 
risks in Canada either with insurers which 
are not authorized to transact the business of 
insurance in Canada or with insurers that are 
so authorized but through agents or brokers 
located outside Canada. Undoubtedly these 
practices stem from a desire to make all 
insurance arrangements at the head office of 
the corporation or at the head office of the 
parent corporation, as the case may be, 
rather than from any lack of adequate in- 
surance facilities in Canada. 


Since the practices referred to result in loss 
of insurance business that would otherwise 
be transacted in Canada and some loss in 
tax revenue otherwise payable to Canada, it 
is proposed as a first step to amend the 
provision of the Excise Tax Act which at 
present imposes a tax of 10 per cent of 
premiums paid by Canadian residents to un- 
authorized insurers in respect of insurance 
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of property in Canada. The amendment will 
extend the tax to make it apply to all 
classes of insurance, whether of property or 
not, subject to certain exceptions. The ex- 
ceptions proposed will be marine risks, as at 
present, life insurance, personal accident and 
sickness insurance and, to the extent that 
such insurance is not available in Canada, 
insurance against nuclear risks. The practice 
of arranging insurance of risks in Canada 
through non-resident agents and brokers is 
currently being studied and further steps, if 
found necessary, may be taken to curb this 
undesirable practice. 


ESTATE TAX 


I am not proposing any amendments to the 
Estate Tax Act this year. This act, originally 
passed in 1958 and amended last year, ap- 
pears on the whole to be working satisfac- 
torily. There have been a few representations 
suggesting changes, and these have been 
given careful study, but I believe that more 
experience with the law as it stands would 
be desirable before further amendments are 
made. 


THE ROYAL COMMISSION ON THE AUTOMOTIVE 
INDUSTRY 


Last August the government appointed 
Professor V. W. Bladen as a commissioner to 
inquire into the problems of the Canadian 
automotive industry. May I now, on behalf 
of the Prime Minister, and with the consent 
of the house, table copies of his report in 
French and English. 

The most complex of the recommendations 
are those relating to the tariff rates on 
vehicles, and parts and components for 
assembly into vehicles. Hon. members will 
recall that the structure of our present auto- 
motive tariff schedule, which took shape a 
quarter of a century ago when Canada was 
a large exporter of vehicles, presents the 
following features. The rate against com- 
plete vehicles is 174 per cent when imported 
from countries eligible for most favoured na- 
tion tariff rates, but free when imported from 
British countries. Most parts may also be 
imported free from British countries, al- 
though little use has been made of this pro- 
vision. When parts are imported from M.F.N. 
countries they are subject to duties ranging 
from 174 per cent to 25 per cent; but many 
of these parts may nevertheless be imported 
duty free, even from M.F.N. countries, if they 
are not made in Canada and if the Cana- 
dian manufacturer uses them in producing 
vehicles that attain specified levels of com- 
monwealth content. 

Professor Bladen proposes that we should 
build upon, but substantially develop and 


modify, this system. The essential features of 
his proposals in the tariff field are as follows. 
A tariff of 10 per cent should be imposed 
against imports of both parts and vehicles 
from British sources, while present tariff 
rates against vehicles and parts from M.F.N. 
countries, ranging from 174 per cent to 25 
per cent, would remain in effect. However, 
a manufacturer could, under this system, 
“earn” free entry not only of parts but also 
of vehicles by achieving or arranging a 
sufficiently high volume of production in Can- 
ada; this production, which could be of com- 
pleted vehicles or of parts, might be sold 
in Canada or abroad. For example, exports 
of particular parts or vehicles from Canada to 
other countries would earn, for a manu- 
facturer, free entry for other parts or vehicles. 
Thus, it is argued, the Canadian industry 
would be more effectively integrated with 
industry abroad, and the economies of longer 
runs and greater output would be available 
here. The objectives would be higher pro- 
duction and more jobs in the Canadian auto- 
motive industry, combined with lower prices 
for Canadian consumers. These goals involve 
the general expansion, not restriction, of trade 
in motor vehicles and parts. 


The government warmly approves these 
objectives, and it is grateful to Professor 
Bladen for the constructive and imaginative 
suggestions that are embodied in his report. 
Nevertheless, his reeommendations relating to 
tariffs are complex and sweeping, and would 
require extensive readjustments in the in- 
dustry. It is essential that those concerned, 
both management and unions, should have an 
opportunity to assess not merely the objec- 
tives but the desirability and practicability 
of the means by which these objectives are 
to be obtained. Accordingly the government, 
in releasing this report tonight, urges careful 
study of the tariff proposals by all those 
Canadian groups concerned: the vehicle 
manufacturers, the parts manufacturers, the 
labour unions, the municipalities, others who 
gave evidence before the Bladen commission, 
and the general public. 


If, when the views of such groups have 
been received and analysed, it was decided to 
take action in the field of tariffs along the 
lines of the Bladen report, or along some 
similar lines, the government would fully re- 
spect Canada’s commercial obligations and 
would thus protect Canada’s trading interests. 
The government is fully aware of its various 


(Mr. Fleming (Eglinton).] 
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obligations under the GATT, including the 
undertakings most recently given to the 
United Kingdom at the time of the common- 
wealth trade and economic conference in 1958 
to bind free entry for these items under the 
GATT. However, as I have already indicated, 
the consultations or renegotiations with gov- 
ernments abroad would not be undertaken 
unless and until the government had reached 
decisions to proceed in the national interest, 
taking into account the views of interested 
parties in Canada. 


I proceed now to the recommendation that 
relates to valuation for purposes of the sales 
tax. According to the present law, sales 
tax on imported vehicles is levied on the 
price in the country of export plus Canadian 
tariff, if any. On the other hand, on vehicles 
of domestic manufacture it is levied on the 
price paid by dealers. As a result of his 
studies Professor Bladen has concluded that 
this system discriminates in favour of im- 
ported vehicles. In effect he recommends that 
imported vehicles should be valued on the 
basis of the selling price to the dealer. Along 
with the tariff recommendations, the gov- 
ernment proposes to give careful study to 
this recommendation which touches upon a 
basic principle of the Excise Tax Act. 


Professor Bladen’s report contains a sec- 
ondary and much less important recommenda- 
tion which also relates to valuation. It is 
proposed that a “notional” valuation should 
be established, for tax purposes, as if there 
were a wholesale intermediary between the 
manufacturer and retailer. This recommen- 
dation also will be carefully studied. 


Finally I come to the recommendation of 
far-reaching importance relating to the ex- 
cise tax on passenger cars. This tax, which 
is now 7% per cent, constitutes according 
to Professor Bladen, a serious drag on sales 
of automobiles in Canada. He anticipates that 
the abolition of this tax will increase sales 
of automobiles substantially, and enlarge 
employment and production in the Canadian 
industry. Accordingly he recommends that 
this tax be abolished. 


Mr. Martin (Essex East): Hear, hear. We 
have been pushing this for years. 


Mr. Fleming (Eglinton): I am glad to an- 
nounce that the government has decided to 
implement this recommendation. This tax 
will be repealed effective midnight tonight. 


Some hon. Members: Hear, hear. 


Mr. Pickersgill: At last. 


Mr. Fleming (Eglinton): A refund of the 
74 per cent excise tax will be given to author- 
ized dealers and distributors in respect of 
tax already paid on stocks of new cars on 
hand. — 


Mr. Martin (Essex East): A victory for the 
opposition. 


Mr. Fleming (Eglinton): Mr. Speaker, I 
seem to hear a voice that says, “A victory for 
the opposition’’. 


Mr. Martin (Essex East): Hear, hear. 


Mr. Fleming (Eglinton): I recognize a voice 
which belonged to a former government that 
raised this tax, not lowered it. 


Mr. Martin (Essex East): The former gov- 
ernment cut it 15 per cent. 


Mr. Fleming (Eglinton): This will relieve 
them of any loss resulting from the tax 
decrease. Dealers will apply for the refund 
through the automobile manufacturer. I ex- 
pect, of course, that automobile producers 
and dealers will pass on to the consumers this 
tax saving in full. 


After taking into account the increase in 
production which is expected to result, I 
estimate that the elimination of the 74 per 
cent excise tax will result in a net loss in 
revenue for a full year in the order of $66 
million. For the current fiscal year the loss 
in revenue, including refunds to dealers, will 
be about $55 million. 


THE 1961-62 BALANCE OF WAYS AND MEANS 


I return now to a reassessment of our budg- 
etary prospects for the current year in the 
light of the fiscal proposals and economic 
policies which I have put before the house. 


In the opening sections of my speech this 
evening I said that in the absence of any 
changes in the current economic outlook or 
of any additional stimulus we might an- 
ticipate this year an increase of about 3 per 
cent in our levels of economic activity. 

‘As a result of the policy statements and 
legislative proposals I have now made I would 
expect a significant improvement in our eco- 
nomic prospects. It is difficult, however, to be 
precise in forecasting the exact degree or 
timing of this acceleration, since it depends 
to a considerable extent on the co-operation 
and vigour of business and labour and of the 
financial markets and investment institutions. 
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To the extent that our expansion is accel- 
erated there will be an increase in revenues, 
although, as I said earlier, the time lag in 
revenue receipts means that a considerable 
amount of the benefits of economic accelera- 
tion will not reach the treasury until after 
the end of this fiscal year. There will also 
be some reductions in expenditures as, for 
example, in unemployment assistance and un- 
employment insurance expenditures, and per- 
haps in the deficits of the C.N.R. and other 
crown companies. 


As the expansion of output, employment 
and incomes accelerates, taxation revenues 
will in due course increase still more rapidly. 
On the basis of the present situation and 
anticipated trends it is not unreasonable to 
expect that the current flows of revenue and 
expenditures will be approaching a balance 
by the end of 1962. Indeed, as our economy 
reaches high levels of employment, it is essen- 
tial that the budget should achieve a balance, 
and that provision should be made for an 
orderly retirement of debt. 


I estimate that the effect of the income tax 
changes proposed, not including the reduction 
in personal and corporation income taxes 
which are part of the proposed fiscal arrange- 
ments with the provinces, will be about $35 
million in a full year and $10 million in 
1961-62. The effect of the proposed changes 
in sales and excise taxes will be $66 million 
in a full year and $55 million in 1961-62. The 
total tax reductions therefore will be about 
$100 million in a full year and $65 million 
in this fiscal year. As I have already indicated, 
the other federal tax reductions effective 
January 1, 1962 will amount to $300 million 
per annum, 


With the stimulus imparted by these budget 
proposals to the levels of economic activity 
I would expect a general rise in our tax reve- 
nues between now and next March 31 to offset 
the particular tax reductions I have proposed. 
Assuming some consequential reductions in 
expenditures I would anticipate a budgetary 
deficit of the order of $650 million. May I 
remind hon. members that in as large and as 
complex an operation as our national govern- 
ment any forecast of revenues or expenditures 
is inevitably subject to variations. One per 
cent of our revenues or expenditures is ap- 
proximately $60 million. Hence it would be 
more realistic to say that our prospective 
deficit is in the $600 million to $700 million 
range. I estimate that our non-budgetary cash 
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requirements, excluding the exchange fund, 
will be about $330 million. Thus our over-all 
cash requirements will be of the order of 
$1,000 million. 

For the record, Mr. Speaker, may I have 


the consent of the house to insert here two 
tables indicating our revenues, expenditures 


and cash requirements for the past year and 
for the current year. , 
TABLE II 
Budgetary Revenues and Expenditures 
(in millions of dollars) 
1960-61 1961-62 
(Preliminary) (Estimate) 
Revenues 
Income taxes 
Personal, §. 6:2 Gow asteele th <5 ne fk 1,815 
COENOTALe A -paciesicisicsGid 1,277 1,200 
Non-resident .......... 88 115 
Mistate ~taxXES! ii ier. citee ciere 85 90 
Customs duties’)... .. a. 499 500 
Sales] taxes! Gecaccisserierere 721 785 
All OTHEr taXES. Vine acess e's 635 645 
Total taxes 4. .c0c%6« 5,016 5,150 
Non-tax revenues ........ 600 615 
Total revenues . 5,616 5,765 
PIXPeEnagitures. Jae cscs. 5,961 6,415 
Deficitoes . ave | Aa eee 345 650 
TABLE III 


Non-Budgetary Transactions and Net Cash 


Requirements 
(in millions of dollars) 
1960-61 1961-62 
(Preliminary) (Estimate) 
Net Receipts 
Annuity, insurance and 
pension accounts ..... 254 275 
OLD CT ae ccs: sePaversy seat cactekert foie 94 —20 
Total was ccenwtenles acts 348 255 
Net Loans, Investments 
and Advances 
CNA este Snlelerole oto e oletttels —116 110 
Housings Berd, . sees ewtas 192 240 
Unemployment insurance 67 170 
Farmi® credit | ic5.sfeieds oe 40 50 
Exchange fund .......... 64 — 
OUD OR a. cd esaraseue eustalis sve Severs sia 50 15 
EL ODA tor iceuterecienies 297 585 
Net non-budgetary 
TFANSACTIONS: }. ceiscrieete o oars +51 —330 
Budgetary deficit: 2. .ac.e0.. 345 650 
Net cash requirements .... 294 980 


[Mr. Fleming (Eglinton) .] 


RELATIONS WITH THE BANK OF CANADA 


It is necessary, in the light of recent events, 
that I say something tonight about relations 
between the government and the Bank of 
Canada. What I have to say relates in part 
to the past and in part to the future. 


Let me begin with the past. On June 14, 
when I explained to the house the reasons 
why the government had been compelled to 
ask for the resignation of the governor of 
the bank, I said that Mr. Coyne’s continuation 
in office “would stand in the way of the 
implementation of a comprehensive, sound 
and responsible economic program designed 
to raise the levels of employment and produc- 
tion in Canada”. Such a program is con- 
tained in the budget that I have presented 
tonight. 


No doubt there are some proposals in this 
budget with which Mr. Coyne may find it 
possible to agree. It is in the basic elements 
that the differences lie. This budget is built, 
as hon. members will have observed, on four 
foundation stones. 


Mr. Pickersgill: Rolling stones. 


Mr. Fleming (Eglinton): The hon. member 
for Bonavista-Twillingate had better look 
out that they do not roll over him. 

Each sustains an element of economic policy 
which is central and indispensable. Yet not 
one of the four is compatible with statements, 
many times reiterated in various and some- 
times extreme forms, by Mr. Coyne. 


First, the government believes that Canada 
is, and for her prosperity must remain, a 
law-abiding member of the international fi- 
nancial and commercial community. The 
financial and commercial proposals that I am 
laying before the house tonight accord not 
only with Canadian interests, but also with 
Canadian international obligations. Mr. 
Coyne’s speeches, on the other hand, exude 
ultra-protectionism and isolationism. The 
purposes and policies which they represent 
could not be carried out within the frame- 
work of the international institutions of 
which Canada is and must be a member. 
When he speaks of “living within our means” 
he really invites us to “live unto ourselves”, 
in a private restrictionist world of our own. 
As a member of the government of one of the 
great trading nations of the world, I cate- 
gorically reject any such invitation; the poli- 
cies involved would be as damaging to our 
domestic prosperity as they would be to our 
international influence. 
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Mr. Pickersgill: Poor old R.B. 


Mr. Fleming (Eglinton): Poor old Bonavista- 
Twillingate. 


Second, the government believes that flexi- 
bility in our structure of interest rates can 
often be, and is indeed in times like the 
present, of importance to the pace of eco- 
nomic expansion, and the level of employ- 
ment, particularly through its influence on 
the balance of international payments; and 
the government also believes that the Bank 
of Canada has an important role to play in 
this connection. Mr. Coyne, on the other 
hand, in his last annual report and in many 
other statements, argues that interest rates 
have little influence on economic develop- 
ment and that the central bank has, in any 
case, little influence on interest rates and the 
balance of payments. 

Third, the government believes that the 
exchange rate, like rates of interest, should 
be flexible and should move with the times; 
while a premium over the U.S. dollar may 
well have been appropriate and helpful to 
Canada’s economic position some years ago, 
today a discount will be appropriate and help- 
ful to agriculture and fisheries, to primary 
and secondary industry, to our exporters, our 
tourist industry, and to the community at 
large. Further, the government believes that 
monetary policy and interest rates in Canada 
have an important role to play in relation 
to a flexible exchange rate. Mr. Coyne, on the 
other hand, in frequent speeches and most 
recently before the Senate committee on man- 
power and employment on April 26, reserved 
his most extreme strictures for proposals for 
“depreciation of the international exchange 
value of the Canadian dollar” and for use 
of monetary policy in this connection. 


Fourth, the government believes that, in 
times like the present, a substantial budget 
deficit can promote economic expansion, with 
More jobs and better living standards for 
Many thousands of Canadians; and such a 
fiscal policy will be the more effective if 
it is accompanied by appropriate flexibility 
of interest rates and exchange rates. Mr. 
Coyne, on the other hand, has been preaching 
all across the country a far more austere and 
rigid doctrine. Government fiscal policies in 
Zeneral, and government deficits in partic- 
ular, have received more of his broadside 
attacks than any other element in our econ- 
omy. 


Mr. Coyne has publicly and repeatedly re- 
jected all the four foundation stones of this 
budget. Moreover, at both my meetings with 
the governor on March 18 and again on May 


30, after I had told him of the harm done 
by his public speeches, he asserted firmly 
and emphatically that he took back nothing 
he had said in those speeches, that he had been 
right in what he had said, and withdrew noth- 
ing. How then could the government invite 
him to consider and support it? How could the 
government ask him to co-operate in its im- 
plementation? I can think of nothing more 
cynical or more insulting than to approach 
the governor of the Bank of Canada with a 
request that he should approve and implement 
policies with which he is known to be in 
fundamental disagreement. Accordingly, 
rather than allow Mr. Coyne to continue to 
stand in the way of constructive and ex- 
pansionist measures of a kind which he had 
publicly opposed, the government asked him 
to resign. This budget and Mr. Coyne were 
simply not compatible. 


Let it not be thought that this incompati- 
bility was just another instance of the age- 
old battle which, so the historians tell us, 
has from time to time been waged between 
the bankers and the politicians, with the 
bankers attempting to “crucify mankind upon 
a cross of gold” and the politicians seeking 
to remedy every economic malady with a 
dose of inflation. It is nothing of the kind. 
Long before the government decided that it 
would have to ask for Mr. Coyne’s resigna- 
tion, leading Canadian bankers, were cri- 
ticizing the policies and activities of the 
governor of the bank. These criticisms by 
presidents or general managers of the follow- 
ing chartered banks were made in prepared 
public speeches at their annual meetings 
last winter or subsequently: the Canadian 
Bank of Commerce, the Imperial Bank, the 
Bank of Montreal, the Bank of Nova Scotia, 
the Royal Bank of Canada, and the Toronto- 
Dominion Bank. The policies and activities 
about which the senior officers of these banks 
expressed their concern related to the level 
of Canadian interest rates, the level of the 
Canadian exchange rate, or to the manner 
in which central banking operations had been 
carried on. How could the government ask 
Mr. Coyne to share in the implementation of 
programs and policies in fields where he had 
already provoked an unprecedented round 
of protests from so many of our leading 
financial institutions? 


When speaking in the house on June 14 I 
indicated that Mr. Coyne did not command 
the confidence of his board of directors or of 
the government. It is also clear that he has 
not been able to enlist the confidence of the 
financial community. This has emerged from 
their public statements. It has also emerged 
from their inability to interpret his activities 
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in the purely monetary sphere. To my deep 
regret he has been unable to achieve any 
real meeting of minds with those with whom 
he should be in constant and confident con- 
tact. In these circumstances it became im- 
possible for the government to rely on him 
to give the type of leadership which is ex- 
pected at all times from the governor of a 
central bank and which will be eke duareri gs 
needed in the months ahead. 


I am quite aware that without consulting 
the governor I am tonight proposing policies, 
including those affecting interest rates, which 
extend into the area of influence and au- 
thority of the central bank. It was necessary 
to do so on this occasion only because Mr. 
Coyne refused to make way for a successor 
with whom, had he been appointed in time, 
I could and would have consulted. I make 
this explanation tonight, not only for the 
benefit of the many people, at home and 
abroad, who are naturally and properly con- 
cerned about the status and stature of our 
central bank, but also for the benefit of those 
who are naturally and properly concerned 
about the status and stature of the new gov- 
ernor. 


It is the intention of the government that 
the position and prestige of the Bank of 
Canada should be restored. Let it be recalled 
that the first governor, who graced that of- 
fice for 20 years, was appointed by a gov- 
ernment headed by the late Right Hon. R. B. 
Bennett. It is the intention of this govern- 
ment to restore the active and intimate co- 
operation between the bank and the govern- 
ment, the bank and the public, which was 
maintained so effectively and continuously 
in earlier years. 


It will remain the duty of successive gov- 
ernments and sucessive ministers of finance 
to protect the bank and its governor from 
the transient and irresponsible pressures to 
which those who manage our money supply 
will, in the nature of things, be subjected 
from time to time. But this does not and can- 
not mean that any government can continue 
to stand idly by when a governor is espous- 
ing policies which, in its best judgment, are 
not in conformity with the public interest 
and when he is also stating opinions that are 
in fundamental conflict with government 
policies outside the field of central banking. 
In such a situation it would always be the 
duty of the government to ask the governor 
to resign and, in the almost incredible event 
that he should refuse, to submit the matter 
to the ultimate high court of parliament. 


{Mr. Fleming (Eglinton).] 


CONCLUSION 


Mr. Speaker, I said at the outset that in 
more than usual measure this is an economic 
budget. In that respect it is a logical sequel 
to the supplementary budget of last Decem- 
ber. It proposes through an appropriate 
blending of fiscal, financial and commercial 
policies to impart an impetus to the economy, 
to enlarge production, to employ unused pro- 
ductive capacity, to stimulate growth, to in- 
crease trade, and thus to expand employ- 
ment opportunities for our people. It seeks to 
raise the levels of savings and investment by 
Canadians and to make better use of Cana- 
dian capital in the development of our re- 
sources. It aims to achieve a more dynamic 
pace of growth and a balanced development 
for all regions of our country and all sectors 
of our economy. It offers credit, incentives 
and research aid to assist industry to gird it- 
self to meet the challenge of new and vigor- 
ous competition. It brings a flexible program 
of action to bear upon the needs of this time 
and to serve the nation’s long term interest. 
It challenges all people to hard work and 
self-discipline. It appeals for co-operation be- 
tween business and labour. 


It contemplates a large deficit and proposes 
to use that deficit as a means of stimulating 
the economy. It offers, notwithstanding, a 
reduction of $100 million in taxation where 
the reduction is most needed and can be 
fruitful in stimulating productive effort. It 
reminds the country that three years ago 
we faced the prospect of an even larger 
deficit during a recession when inflation also 
threatened, and that the country achieved re- 
covery in that year. 


Monsieur ]’Orateur, le Canada murit écono- 
miquement et politiquement. Si sa croissance 
a connu un ralentissement et un temps 
d’arrét au cours de lannée qui vient de 
s’écouler, il y a tout de méme eu croissance. 
De cette constatation, le Canada peut tirer 
un renouveau de confiance, un supplément 
de force et de compétence pour accomplir les 
taches et enlever les obstacles qui l’attendent. 
Les labeurs et les épreuves de ces derniers 
temps vont se muer en de nouveaux tri- 
omphes, 


Canada becomes an ever more mature na- 
tion, both politically and economically. Her 
growth in this past year has experienced a 
slackening and a pause, but there has been 
growth. From that experience she can draw 
renewed confidence, strength and fitness for 
the tasks and challenges ahead. These recent 
toils and trials Canada will transform to new 
triumphs. 
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RESOLUTIONS 
INCOME TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Income Tax Act 
and to provide among other things: 


1. That for the 1961 and subsequent taxa- 
tion years the maximum annual rate at which 
a taxpayer carrying on business in Canada 
may deduct expenditures of a capital nature 
made by him in Canada in respect of scientific 
research shall be increased from 334 per cent 
to 100 per cent. 


2. That for the 1961 and subsequent taxa- 
tion years the requirement that the amount 
deductible on account of expenditures in re- 
spect of scientific research shall not exceed 
5 per cent.of the taxable income of the tax- 
payer in the preceding year unless the re- 
search program has been approved be re- 
moved with respect to expenditures which are 
not of a capital nature. 


3. That for the 1961 and subsequent tax- 
ation years a non-profit corporation con- 
stituted exclusively for promoting or carrying 
on scientific research in Canada that expends 
all amounts received by it on such research 
shall be exempt from tax and amounts con- 
tributed to it shall be deductible as current 
expenditures in respect of scientific research. 

4. That for the 1961 and subsequent taxa- 
tion years a corporation constituted exclu- 
sively for charitable purposes be permitted 
to include donations to Her Majesty in right 
of Canada, or a province or a Canadian 
municipality, in the amount such a corporation 
must expend each year in order to qualify 
for exemption from income tax. 


_ 5.. That for the 1961 and subsequent taxa- 
tion years the present maximum limits on 
the amount deductible in computing taxable 
income on account of medical expenses be 
repealed. 


6. That amounts paid on and after January 
1, 1961 for or in respect of a laryngeal speak- 
ing aid be included in the medical expenses 

that are deductible in computing taxable 
income. 


7. That for the 1961 and subsequent taxation 
years an amount paid by an individual in the 
year-on account of legal expenses incurred 
to collect salary or wages owing to him by 
an employer be deductible in computing in- 
come. 


8. That for the 1958 and subsequent taxation 
years an amount not exceeding $300 received 
by an individual in the year from a munic- 
ipality as an allowance for expenses incurred 
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while carrying out the duties of a volunteer 
fireman be not included in computing income. 


9. That provision be made in respect of a 
new class of profit sharing plans under which 

(a) amounts allocated by the trustee shall 
not be included in the income of an indi- 
vidual who is a beneficiary under the plan 
until the year in which they are received, 

(b) no tax shall be payable by the trustee 
under the plan on the taxable income of the 
trust, and 

(c) an employer may deduct in computing 
income for the year an amount which when 
added to his contribution, if any, under a 
registered pension fund or plan does not 
exceed $1500 per employee. 


10. That after June 20, 1961 any payment 
by a resident of Canada which is 

(a) a lump sum payment out of or pur- 
suant to a superannuation or pension fund 
or plan, 

(b) a payment upon retirement of an 
employee in recognition of long service, 

(c) a payment to an employee or former 
employee in respect of loss of office or 
employment, 

(d) a payment under a profit sharing plan 
(to the extent that the amount thereof would 
be included in computing the payee’s income 
for the year if the payee were a resident of 
Canada), 
made to an individual who is a non-resident 
of Canada and who during the five years 
preceding the year of payment was a resi- 
dent of, or employed in Canada, for a period 
or periods the aggregate of which was 36 
months or more, shall be deemed to be 
income for the year from duties performed 
by him in Canada but nothing in this para- 
graph shall apply to a payment which can 
be established to be one of a series of pay- 
ments to be continued at regular intervals 
during the life of the recipient. 


11. That for the 1961 and subsequent tax- 
ation years where an individual residing 
outside of Canada is deemed to be resident 
in Canada because he is an officer or servant 
of Canada or a province his wife residing 
with him (if she was previously resident in 
Canada) or his dependent child shall also be 
deemed to be resident in Canada. 


12. That for the 1962 and subsequent taxa- 
tion years a corporation incorporated in 
Canada that is carrying on business in Canada 
shall be deemed to be resident in Canada. 


13. That for the 1961 and subsequent taxa- 
tion years the deduction from income allowed 
to a corporation whose principal business is 
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mining or producing petroleum or natural 
gas or processing mineral ores or metals 
recovered from mineral ores, in respect of 
expenses incurred in searching for minerals 
in Canada or exploring or drilling for 
petroleum or natural gas in Canada be 
extended to a corporation whose principal 
business is fabricating metals. 


14. That with respect to the taxation years 
of a personal corporation commencing on or 
after September 1, 1961 the manner of taxing 
shareholders of a personal corporation and 
the definition of a personal corporation be 
revised and in particular 


(a) that carrying on active business shall 
not disqualify a corporation from being a 
personal corporation unless the income from 
carrying on a business exceeds 50 per cent 
of the income of the corporation, 


(b) that a personal corporation may in- 
clude a corporation controlled by any group 
of individuals resident in Canada all the 
members of which are related persons, 


(c) that a corporation controlled by one or 
more trusts or estates shall be a personal 
corporation if it otherwise qualifies, 


(d) that the income of a personal corpora- 
tion for a year shall be deemed to have 
been distributed to its shareholders in propor- 
tion to their shareholdings instead of in pro- 
portion to amounts transferred to the cor- 
poration, 


(e) that where a taxpayer has transferred 
property to a personal corporation and he 
does not receive by way of dividends on 
shares in the corporation, or by way of in- 
terest on amounts owing to him by the cor- 
poration, an amount at least equal to 5 per 
cent per annum of the value of the property 
or unpaid balance, any amount deemed to 
have been received as a dividend by his 
spouse or child shall be deemed to have 
been received as income from _ property 
transferred from the taxpayer to the extent 
of the difference between the said 5 per cent 
and the amount he actually received. 

(f) that losses incurred in the previous five 
years that were not previously deductible 
shall be deductible in computing the amount 
of income of a personal corporation that is 
deemed to have been distributed to its share- 
holders in a year, and 


(g) that where an amount is included in 
the income of a personal corporation as a 
recapture of capital cost allowance by virtue 
of section 20 of the act a shareholder may 
elect to pay a special reduced tax on his 
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portion of the recaptured capital cost allow- 
ance in the same manner as if he had re- 
ceived the recaptured amount directly. 


15. That rates of income tax be reduced 
and related changes made in order to imple- 
ment certain fiscal arrangements with. the 
provinces commencing April 1, 1962 and that 
the act be amended as may be necessary to 
implement an offer of the government of Can- 
ada to enter into agreements for the collec- 
tion of income taxes imposed by the provinces 
and in particular 

(a) that the income tax otherwise payable 
by an individual in respect of income earned 
in a province of Canada be reduced by 


(i) 16% 
Gi) 17% 
(ii) 18% 
(iv) 19% 
(v) 20% 


for the 1962 taxation year 
for the 1963 taxation year 
for the 1964 taxation year 
for the 1965 taxation year 
for the 1966 taxation year, 


(b) that the rate of tax on the taxable in- 
come earned in a province of Canada by a 
corporation other than a non-resident-owned 
investment corporation or a corporation speci- 
fied in schedule D to the Financial Adminis- 
tration Act that is an agent of Her Majesty 
be reduced by 9 percentage points in respect 
of taxable income earned after December 31, 
1961 and before January 1, 1967. 


EXCISE TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Tax Act and 
to provide among other things: 


1. That the excise tax of seven and one- 
half per cent on automobiles adapted or 
adaptable for passenger use be repealed. 


2. That the excise tax of fifteen per cent 
on radio broadcasting receiving sets be 
changed to two dollars or fifteen per cent per 
set, whichever is the greater. 


3. That the excise tax of fifteen per cent 
on tubes for phonographs, record-playing de- 
vices, radio broadcasting receiving sets, tele- 
vision receiving sets or any combination 
of the foregoing be changed to ten cents or 
fifteen per cent per tube, whichever is the 
greater, and restricted to tubes the sale price 
of which does not exceed five dollars per 
tube, but without affecting picture tubes for 
television receiving sets the excise tax on 
which shall continue to be fifteen per cent. 


4. That the excise tax of ten per cent on 
devices commonly or commercially known 
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as lighters be changed to ten cents or 10 
per cent per lighter, whichever is the greater. 


5. That laminated timber for bridges and 
materials used in the manufacture thereof 
be exempt from sales tax when sold or im- 
ported by municipalities for their own use 
and not for resale. 


6. That additives for fuel oil for heating 
and materials used in the manufacture 
thereof be exempt from sales tax. 


7. That blowers used in warm air systems 
for heating buildings and materials used in 
the manufacture thereof be exempt from sales 
tax. 


8. That thermostats for use with permanent 
heating systems for the heating of buildings 
and materials used in the manufacture 
thereof be exempt from sales tax. 


9. That propane bulk tanks for use with 
furnaces for the heating of buildings and di- 
rectly connected to such furnaces and mate- 
rials used in the manufacture thereof be ex- 
empt from sales tax. 


10. That the exemption from sales tax for 
“Ducts for warm air systems for heating 
buildings, but not including materials used 
in their manufacture” be changed to read 
“Ducts for warm air and ventilation systems 
for buildings, but not including materials 
used in their manufacture”. 


11. That precast concrete piles and mate- 
rials used in the manufacture thereof be 
exempt from sales tax. 


12. That the exemption for “doors” and 
the exemption for “Door and window 
screens”, now appearing under the heading 
“Building Materials” in schedule III, be com- 
bined and changed to read “Doors for build- 
ings and door and window screens”, and the 
exemption for “Prepared roofings”, now ap- 
pearing under the heading of “Building Mate- 
rials” in schedule III, be changed to read 
“Prepared roofings for buildings’. 


13. That prepared dry concrete mixes and 


materials used in the manufacture thereof 


be exempt from sales tax. 


14. That the exemption from sales tax for 
feeds “for fur-bearing animals whose pelts 
have commercial value” be amended by de- 
leting the words “whose pelts have commer- 
cial value’. 


15. That the exemption from sales tax for 
“Preparations, chemicals or poisons for pest 
control purposes in agriculture or horticulture, 
| and materials for use exclusively in the 
manufacture thereof’, be changed to read 
| 94521-2—3} 


“Preparations, chemicals or poisons (other 
than pharmaceuticals) for pest control pur- 
poses in agriculture or horticulture, and mate- 
rials for use exclusively in the manufacture 
thereof”, 


16. That self-propelled, self-unloading for- 
age wagons for off-highway use for farm 
purposes and materials used in the manu- 
facture thereof be exempt from sales tax. 


17. That the exemption from sales tax for 
milk and cream bottles and milk and cream 
cans be extended to include milk and cream 
plastic bags. 

18. That seismic shot-hole casing and mate- 
rials used in the manufacture thereof be 
exempt from sales tax. 


19. That the provisions of part II of the 
said act imposing an export duty on exports 
of electrical power be amended so that every 
person who exports electrical power from 
Canada by a line or wire or other conductor 
shall pay the duty on all electrical power so 
exported by him during any period specified 
pursuant to section 9 of the said act, less 
any such electrical power re-imported by 
him, or imported by him as a result of an 
international equichange transfer of elec- 
trical power on the same or connected cir- 
cuits, during that period. 


20. That the tax of 10 per cent on net 
premiums in respect of insurance on prop- 
erty in Canada paid or payable by Canadian 
residents to an insurer not authorized under 
the laws of Canada or any province to trans- 
act the business of insurance, be extended to 
apply to net premiums in respect of all classes 
of insurance except life insurance, personal 
accident insurance, sickness insurance, in- 
surance against marine risks and insurance 
against nuclear risks to the extent that such 
insurance against nuclear risks is not, in the 
opinion of the superintendent of insurance, 
available within Canada. 


21. That any enactment founded on para- 
graphs 1 to 18 of this resolution be deemed 
to have come into force on June 21, 1961, that 
any enactment founded on paragraph 19 of 
this resolution be applicable in respect of 
electrical power exported after August 31, 
1961, and that any enactment founded on 
paragraph 20 of this resolution be applicable 
in respect of contracts of insurance effected or 
renewed after July 15, 1961. 


EXCISE ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Act to provide: 
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1, That the maximum weight for cigarettes 
subject to the excise duty of four dollars per 
thousand cigarettes, be increased from not 
more than two and one-half pounds per thou- 
sand cigarettes to not more than three pounds 
per thousand cigarettes. 


2. That any enactment founded upon this 
resolution shall come into force on the Ist 
day of January, 1962. 


[Mr. Fleming (Eglinton).] 


THE CUSTOMS TARIFF 


1. Resolved, that it is expedient to introduce 
a measure to amend the Customs Tariff to 
provide that the provisions of subsection (2) 
of section 3 and subsections (1) and (2) of 
section 5 apply to goods entering Canada 
through a port of any kind rather than being 
limited to goods entering through a sea, lake 
or river port. 
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FOREWORD 


The purpose of these Papers is twofold: 


1. to present a general economic review of 1960, bringing together in one 
place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau 
of Statistics, the Bank of Canada and other Government Agencies, 
together with brief comments; 


2. to present a preliminary review of the Government Accounts for the 
fiscal year ended March 31, 1961. 
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PART I 


ECONOMIC REVIEW OF 1960 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics, the Bank of Canada and other Government 
Agencies. Some of the figures appear for the first time; others have been 
published elsewhere. All 1960 estimates are preliminary and subject to revision. 
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ECONOMIC REVIEW OF 1960 


The year 1960 was, for the Canadian economy, one of special complexity. 
A high level of economic activity was continued; on the other hand there was also 
a high level of unused capacity, human and material. It is already apparent 
that there was an unusual conjuncture of economic forces, some of a special 
nature, others recognizably ‘‘cyclical’’, and still others of longer-term character. 


It seems desirable that this year’s ‘‘Economic Review” should be rather 
more extensive than those of past years. Since a broader perspective on current 
developments is particularly necessary, this Review pauses at many points to 
look back over past years and to compare trends in other countries. 


Many of the broad developments in the world which affected us in Canada 
in 1960 have been widely discussed. A brief recital of them is sufficient to 
recall them and their impact upon the economy: the rebuilding with modern 
plant and equipment of the industrialized countries of Europe and Japan; the 
efforts of the underdeveloped countries of Asia, Africa and South America 
to achieve a sufficient rate of economic growth to support their rapidly expanding 
populations; the long-awaited dismantling of direct controls on the international 
movement of goods and capital; the rapid acceleration in the pace of scientific 
and technological advance, with all that that implies for nations and individuals, 
for economies and occupations; the emergence of more intense competition for 
markets and materials; the growing interdependence of the western world, 
expressing itself in closer integration of the policies of governments and business 
groups. : 


It is against such a broad and developing background that the following 
Review is presented. 


THE NATIONAL ACCOUNTS 


NATIONAL INCOME AND PRopUcCT 


Economic expansion in Canada in 1960 experienced a number of adjustments 
including: the aftermath of the United States steel strike which led to declines 
in United States economic activity and in purchases from Canada; an inventory 
readjustment within Canada (and in the United States); and a lower level of 
housing starts. At the same time, exports to overseas countries rose sharply in 
response to strong demand. These developments all affected the rate of pro- 
duction throughout the year, and thus the levels of employment, income, savings 
and investment, and imports. The adjustments were of a temporary character, 
but happened to coincide with certain long-run economic developments within 
the Canadian economy. These were: a rapid growth in the labour force, the 
appearance of temporary excess capacity in certain raw material producing 
industries, and the continuation of further changes in industrial technology 
These developments occurred at a time when competition, both domestic and 
foreign, was becoming more intense. 


Gross National Product in Canada rose to $36.0 billion in 1960, 3.2 per cent 
above the level of 1959. Two-thirds of this gain represented an increase in actual 
production; the increase in prices moderated and was largely confined to certain 
services and to capital goods. 
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As between the four quarters of the year, the first quarter showed some 
improvement; thereafter the economy hesitated until the latter part of the year 
when elements of increase more than offset those of decline. The rate of Gross 
National Product at the year-end was $36.4 billion, about 1 per cent above the 
average for 1960 as a whole. 


GROSS NATIONAL EXPENDITURE " 
IN CURRENT AND CONSTANT (1949) DOLLARS 


1949 — 1960 BILLIONS OF DOLLARS 
BILLIONS OF DOLLARS ry 
4 
35 35 
30 CURRENT DOLLARS 30 


25 


20 


1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 


() CURRENT DOLLARS SEASONALLY ADJUSTED AT ANNUAL RATES 


As between the various sectors of the economy, it is apparent that the 
output of the service-producing industries rose slightly more than that of the 
goods-producing industries in 1960. Indeed, all of the major service industries 
showed some further growth. The volume of trade, both retail and wholesale, 
continued to expand. The steady growth in the sales volume of food stores, along 
with a moderate increase in other lines, more than offset a slight decline in the 
volume of sales of motor vehicles (new and old) and their accessories and supplies, 
and a substantial reduction in sales by lumber and building material dealers, 
associated with the fall-off in housing activity. Activity in the transportation 
industries rose in spite of declines in railways and urban and interurban transit 
systems. Substantial increases took place in air transport, trucking, shipping and 
through-put of pipelines. These developments in transportation reflect gradual 
changes in the structure of the industry. Economic activity in the communi- 
cation industries continued to expand significantly, along with finance, insurance 
and real estate. There was some decrease in the volume of personal services. 
However, all other service groups continued to grow including government 


service at the provincial and municipal levels, business, recreational and com- 
munity services. 


Economic conditions in the goods-producing sector were more varied, 
although there was a gain on balance. A larger and higher quality grain crop 
more than offset the decline in livestock and poultry production and the total 
volume of agricultural output rose by more than 3 per cent over 1959. The 
substantial increase in production in forestry largely reflected the recovery 
which followed the prolonged strike of 1959. 
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For the year 1960 as a whole, output in mining was 1 per cent higher than 
1959, although during the year the trend was slightly downward. The amount of 
exports, investment and profits attributable to mining all increased. The pro- 
duction of fuels and non-metals rose, while quarrying and metal mining declined. 
A 10 per cent drop in the output of iron ore, reflecting adjustments in United 
States demand following the steel strike, was a major contributing factor. 


Since the end of World War II there has been heavy investment in mining 
and associated industries, and overall productivity has increased very substan- 
tially. Since 1949, output has risen by 153 per cent, while employment has in- 
creased by 20 per cent. Exports of minerals and their products have increased 
sharply. At the same time, a larger share of the expanding Canadian market has 
been met from domestic sources (e. g. petroleum). 


Output and distribution of electric power and gas utilities rose by 11 per 
cent in 1960, with the latter rising by 24 per cent. 


TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


— 1957 | 1958 1959 | is 
(Millions of dollars) 
1. Wages, salaries, and supplementary labour income 16,018 16,524 17,761 18,514 
2. Military pay and allowances.............0.e00003- 476 491 496 509 
3. Corporation profits before taxes...............005 2,581 2,518 2,907 2,735 
4. Rent, interest, and miscellaneous investment} 
HICOWIG A: a ak eine es och Mens etek 1,980 2, 124 Qi 2,362 
5. Accrued net income of farm operators from farm 
produchionie tReet ek, 3.95 Blasi 1,026 1,197 1.132 1,207 
6. Net income of non-farm unincorporated business. . 2,008 2,125 2,218 2,105 
7. Inventory valuation adjustment?.................. 18 —35 —115 —57 
8. National Income (1+2+3+4+5+6+7)........... 24,011 24,944 26,676 27,375 
9. Indirect taxes less subsidies. ..........0..0.0..000. 3,861 3,889 4,244 4,389 
10. Capital consumption allowances and miscellaneous 
valuation adjustments: |. 20 2... 808544505 4,009 3,930 4,143 4,291 
11.. Residual-error of estimate. 35.5.6. 606 4.5 sees ee> 28 104 —206 —96 
12. Gross National Product at Market Prices 
(8+9-510-++-11) S.08t*.. +. ee a es 31,909 32,867 34,857 35,959 
13. Index of G.N.P. in Constant Dollars.............. 100.0 101.1 104.3 106.5 


1 Includes accrued earnings arising out of the operations of the Canadian Wheat Board. 
2 See footnote 2, Table 7. 


The movements in manufacturing production were diverse both within 
various sectors as well as within the year. In total, the volume of manufacturing 
output declined by 0.3 per cent for the year, with non-durables rising by 1.4 per 
cent and durables falling by 2.4 per cent. Total manufacturing production 
reached a peak in January, 1960, and then declined. From this peak, manufac- 
turing production of durable goods fell by about 10 per cent to mid-year and then 
recovered partially. The decline in non-durables during the same period was more 
modest, amounting to about 3 per cent. Some renewed strength in the fourth 
quarter of 1960 brought production of non-durable goods close to the levels of the 
early part of the year. 


In terms of the average for the year, most of the non-durable industrial 
groups showed an increase in output. Tobacco products, foods and beverages, 
printing and publishing, paper products and petroleum products recorded small 
gains. Production of miscellaneous manufactures and chemical products rose 
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substantially. It is of special interest that the products of these two groups also 
showed sharp gains in export sales. The production of leather products, rubber 
products, clothing and textiles declined. 


With the exception of non-ferrous metal products, all the durable manu- 
factures group declined in terms of changes in yearly averages. However, there 
was 27 per cent increase in production of motor vehicles which eased the decline 
in the transportation equipment group. Sales of new passenger vehicles rose, 
both for domestic and foreign-produced automobiles. 


Construction activity in total was down 5 per cent for the year, although 
it was rising in the last half of the year. There was little change in non-residential 
building, while the volume of residential building fell by 17 per cent. Private 
investment construction was 9 per cent lower in 1960 and public investment 
construction was 2 per cent higher. 


It is useful to set the movements during the year 1960 against the back- 
ground of longer-run changes in the structure of the economy, as revealed by 
changes in the composition of Gross Domestic Product. The following table 
shows percentage shares by industry for selected years from 1926. 


TABLE 2 
GROSS DOMESTIC PRODUCT AT FACTOR COST: PERCENTAGE DISTRIBUTION ! 


INDUSTRY 1926-1928 | 1936-1938 | 1947-1949 | 1953-1954 | 1957-1959 
Aorieuleureysaccat oe commie oe tions Mere cee ee Ooe Nee 10.5 slat sve 8.0 5.6 
BIGROS UTA tees Oe ida. eee cine Ptlodons cae 1.3 1.4 2,1 1.8 1.3 
ishing andplmappimor i.e sacs «6 «eye ees ose 8 a) 5 4 3 
Mining, quarryine oil wellda.c.. s..: jos meats ss 3.2 6.6 3.8 3.8 4.2 
Man ula eturin orscspecrsmarayer ner or aooemhsrer eos 22.0 24.2 28.5 28.6 26.8 
Constrirction een. 6.76 dt boies abn At aes cus 5 4.2 One 5.0 6.0 6.8 
Transportation, storage, communications, electric 
Power andieactubilibies\ Memes. «<2. dos ceone camict 12.9 DAS re eS 11.5 12.6 
8 Ee (Re et a Rt ee ee MR et MUL oan 120 Biss: 14.1 1387 14.0 
Finance, insurance and real estate.................. 9.8 10.2 lias 9.0 9.4 
Public administration and defence................. 3.4 5.0 4.8 6.3 peal 
SEL Vi Ce in ntectevars-arrarercicatns Seameeetotreeniaraner aE raze 13.1 12.4 10.9 10.9 11.9 
AWG) 11 Ns so Me Pe ce 100.0 100.0 100.0 100.0 100.0 
‘Lotalangoudlionsiot dollarss. aoe oe Dae 4.6 £355 22.2 29.7 


Nore: Detail will not necessarily add to 100.0 due to rounding. 


_, } It should be remembered that the table depicts percentage shares so that, against a background of 
rising economic activity, a smaller share may represent increasing production. 


Small changes over short periods of time are difficult to interpret, but over 
longer periods some rather broad movements can be observed. Over the entire 
period, the relative contribution to total production attributable to agriculture 
has declined substantially while other industries have generally increased or 
remained fairly stable. Despite the relative decline in agriculture, its actual 
volume of output has been rising as a result of substantial capital investment and 
the application of newer techniques developed through extensive research. At 
the same time, the agricultural labour force has declined, so that output per 
farm worker has risen by about 75 per cent from 1947-1949 to 1957-1959. 


The shares of manufacturing, mining, construction, trade and public 
administration and defence rose from 1926-1928 to the immediate postwar 
period, and have remained relatively stable or increased slightly in the past ten 
years. 
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The shifts in industrial structure and the accompanying changes in invest- 
ment, output and productivity are reflected in changes in the per capita Gross 
National Product. In current dollar terms, the per capita G.N.P. in Canada 
more than trebled from 1929 to 1957-1959, as it did in the United States. It is 
interesting to note that the increase in Canada since the end of World War II 
has been considerably more rapid than in the United States, as shown in the 
following table (Canadian G.N.P. has been expressed in U.S. dollars for purposes 
of comparison): 

TABLE 3 


PER CAPITA GROSS NATIONAL PRODUCT 


1929 1936-1988 | 1947-1949 | 1953-1955 | 1957-1959 
(U.S. dollars) 
rien hs turks ence sen an eyes «4 607 457 1,134 1,713 2,026 
PILE SEBS CUS. ioe CEES eee eak seas 857 669 1, 697 2,311 2,611 
Re CONTE eC 08 9 ts Bee 70.8 68.3 66.8 74.1 77.6 


Turning to developments in the labour force, during 1960 average employ- 
ment rose by 100,000 persons, or 1.7 per cent. This gain was more than accounted 
for by an increase of 117,000 in non-agricultural employment. The rise in 
employment was accompanied by a slightly shorter work week in manufacturing. 
Total output per man hour probably showed a slight increase for the year. At 
the same time that employment was rising by 1.7 per cent, the labour force 
jumped by 2.8 per cent, or 175,000 persons, and the average number of un- 
employed during the year increased by 75,000 to equal 7 per cent of the labour 
force. In 1960, women accounted for the major part of the increase in the labour 
force, as job opportunities in the expanding service industries attracted an 
increasing percentage of the female population. 


The extraordinary gains made in recent years in the civilian labour force 
call for comment. These gains have been extraordinary, not only in relation to 
previous periods of Canadian history, but also in contrast to more modest 
increases in other industrialized countries. 


TABLE 4 
CIVILIAN LABOUR FORCE 1958 

1954 = 100 
DTPA ee er SSR Sere Sry ae 112 United, Kang domihs. gases depet - ei Dacees 103 
LE f ogee ae 28 satel aa eeprom 109 INE WEY: toc 5 cries nm tremasren ates 6. seen ene 102 
WARE! SADR airs. ties eens Winn ghncee cleo wae 106 Belaniin 2203). 1 SOS. Sis, AUeas.. 101 
Ne URITN et Meee slavirs divig mv WN io soe iaiea a piaa 106 Pranes...b-oeecs pour soe eens he Peis ole 100 
EE, oe Oo eee ee ee 105 


bo eee ee snc reece SS 
Source: OFLC Statistical Bulletin, May, 1960. 


More recent data available only for Canada, United States and the United 
Kingdom show equally striking comparisons. 


TABLE 5 
CIVILIAN LABOUR FORCE 1960 
1954=100 
——$—$—<—————————ee——ee*=~OoOOOOOe 
CANADA U.S.A. U.K. 
117 109 105 


ee 
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The sharp gains in the Canadian labour force have been brought about by 
three main factors: the high birthrate since the mid-1940’'s; large-scale immi- 
gration in the postwar period; and rising rates of participation In perme 
force by women, especially married women. The last factor is largely a reflection 
of the ability of married women to carry on their household duties in fewer hours 
due to major technological advances in the home, and of the increasing oppor- 
tunities for women in the service industries where demands have been steadily 
growing. Immigration has not been as important in the past two years as it was 
earlier in the 1950’s. More important to the present growth of the labour force 
are the large numbers of young Canadians, born in the mid-1940's and now 
seeking employment. 


We turn now to the income flow in 1960. National income increased by 2.6 
per cent, slightly less than the growth in Gross National Product. Labour 
income, investment income and farm income all rose more than national income, 
while corporation profits and unincorporated business income declined from 
1959 levels. 


Labour income reached $18.5 billion in 1960, 4.2 per cent higher than the 
previous year. The number of paid workers was 2.3 per cent higher; average 
hourly earnings in manufacturing were about 3 per cent higher and the average 
work week was fractionally shorter. Most of the increase in employment was 
among females in the relatively lower paid service industries and occupations. 
The rise in consumer prices was of the order of 1 per cent, and on a per capita 
basis there was a slight rise in real disposable income. 


Preliminary estimates of corporation profits (after dividends paid abroad) 
amounted to $2,735 million, down by 6 per cent from 1959. During 1960, cor- 
poration profits fell from the first to the second quarter and for the remainder 
of the year were more or less stable. For the year as a whole, profits were lower 
in manufacturing, trade and in the transportation, communication and storage 
group. Within manufacturing, profits declined in iron and steel, wood products, 
electrical apparatus and supplies and the non-metallic minerals industries. 
There were moderate gains in the paper products and petroleum and coal pro- 
ducts groups. Despite an increase in the value of trade, profits declined, as selling 
prices remained relatively stable while costs edged up. There were substantial 
gains in profits in the mining, quarrying and oil wells group, as exports increased 
and the exchange value of the U.S. dollar rose. There were also gains in the 
profits of financial services and of public utilities. 


Rent, interest and miscellaneous investment income was 4 per cent higher 
than in 1959. Net rental income showed some decline as increased expenses more 
than offset some gain in gross rents. 


Accrued net income of farm operators rose to $1,207 million, 7 per cent 
above 1959, while the numbers engaged in farming declined by 2 per cent. The 
number of people engaged in farming in 1960 was 37 per cent below the level 
of 1949 and the volume of farm output was 21 per cent higher. 


Farm production increased in the year, the value of the grain crop rising 
by 11 per cent, more than offsetting some decline in the value of animal pro- 
duction. Farm cash income (excluding supplementary payments totalling $77 
million) was about the same as in 1959. In contrast to 1959 when farm invent- 
ories were drawn down, there was a modest gain in holdings. 


Net income of “other unincorporated business” declined by 5 per cent, with 
small increases in a number of industries failing to offset significant drops in 
construction and trade profits. 
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NATIONAL EXPENDITURE 


For 1960 as a whole and despite the adverse pressures referred to earlier, 
the economy was sustained by increases in demand by consumers, government 
and purchasers abroad. New investment in business fell slightly, outlays for 
new housing declined more, and the level of total inventories, including farm 
stocks, was almost unchanged. These rather broad movements obscure important 
developments within the year, which will be discussed presently. 


The flow of incomes to individuals was increased during the year as a result 
of increases in wages, farm incomes, investment incomes and transfer payments 
from government, all of which provided support for higher consumer spending. 
Government spending on current goods and services and on capital investments 
also rose, while Canada’s exports of goods and services once more rose to record 
levels. The value of housebuilding activity fell sharply during the first half of the 
year, although this trend was reversed by year-end when housing starts began to 
rise sharply in response to various governmental measures introduced in the 
latter part of the year. There was a slight decline in business investment in plant 
and equipment. All told, the combination of domestic and foreign demands for 
Canadian goods rose by $1.2 billion, which was met, on balance, from Canadian 
production. This is indicated by the fact that total imports of goods and services 
were almost unchanged from 1959. As a result, the proportion of total demand 
filled by imports was at about the lowest level of the past decade. 


TABLE 6 


CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE 
(Millions of dollars) 


1960 
1959 
ee ee 
Br cee CBee 2 Re ee <>) Gr 2k RS RM Sita ck ks Pee, ©. re +927 
aera ek GS Se te Ste ass dc ait TAMA URE. PE Re +300 
MR MRED fed cis Ot are pe atin a. csi toda cmunup sca axe severe: © Ale Dyshacahe ere 2 eysinans pagert > eeakoe ots. ce STE Si tee te +281 
TSA D 0) dy (he aa A Be er RE ey SE rk Re irae AN Aad ae OR It a ht +1,508 
Business Investment 
EE eet. eee. aie chk ome hes tees. Sites ys Gatto cee Dee Ce eee ete cre. aoe —258 
THANG BOE PamipOreng +, owes nsec >this csc AA ME e Jal aah eee See VANE tape eine ctr —24 
ie Poni fot by dre py atin fanaa ae d: Cori Syl aM oa oR ed teil te tole Rene Seoyror ite eS aI RT RT OT POE +19 
poor + OS OR, oh A eS Me Sco oe. ORICA SEIS Ciao dens se AL IS tae toe — 263 
Py OES Wee T° nO» ie eS Re oy ERECT rine one EI ets cr ti eet TI +1, 245 
| RS Ge, lee are mere ee Pei tro eto s carne teat ae — (+33) 
UrMtcieDet, RENCE 3.4. 9 A i, ck Rs en eS Be ee © ee ee ee een —110 
Savane Tat TIAP Se DONGILUIER soc sccncccde cde ae ee ee ae ae eee area +1,102 


During 1960, the increases and decreases in total production were reflected 
by changes in purchases for final use and in the levels of inventory holdings. In 
the early part of the year, final purchases slowed down but inventory stocks were 
being built up rapidly so that G.N.P. rose. During the second quarter, final 
purchases declined, particularly for export and housing, and the inventory 
buildup was smaller so that total economic activity declined. By the third quarter 
of the year, final purchases were rising again, but part of this increased demand 
was met by drawing down inventories so that the rise in current economic 
activity was not as great as it might otherwise have been. By the final quarter of 
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i i y isl d Gross 
the year, both final purchases and inventory holdings were rising an 
National Product rose by 1.7 per cent. Erratic patterns of purchasing eed 
1960 took place in all major sectors except government which rose steadily 
throughout the year and provided consistent additional strength to the economy. 


Turning to particular sectors, consumer spending rose by 4.1 per ee for 
1960 as a whole, the real increase being about 3 per cent. The gain in popu ee 
was 2.1 per cent in 1960 so that the “average” consumer increased his te 
spending on goods and services by nearly 1 per cent. Spending on soon rose by 
3.4 per cent, with most of the gain taking place in non-durables. The major 
gains in non-durable spending were in food, tobacco and alcoholic beverages, 
clothing, electricity and gas. In the durable goods sector there were declines in 
net purchases of second-hand cars and in purchases of furniture, household 
appliances and radios, the changes in the latter groups being related in part to 
lower levels of housing completions. On the other hand, as a result of a year-end 
spurt, purchases of new cars rose by 7 per cent. In 1960, the sales of British and 
European cars increased by 20 per cent and sales of North American models rose 
by 5 per cent, so that the overseas share of the Canadian car market continued 
to increase. However, in the last months of 1960, the increasing overseas share 
of total Canadian car sales appears to have slowed down, and in December, 
1960, was below the proportion achieved one year earlier. 


Spending on services continued its long-term rise, gaining 5.3 per cent 
over 1959. The largest gain was in hospital and medical care, which rose by 
9 per cent. There were also substantial increases in payments for shelter, house- 
hold operation (e.g. electricity, gas, repairs), recreation and personal care and 
service. Payments for user-operated transportation were almost unchanged. 


TABLE 7 
GROSS NATIONAL EXPENDITURE 


Prelim. 
2 = 1957 | 1958 | 1959 | 1960 


(Millions of dollars) 
1. Personal expenditure on consumer goods and 


SOL UICOS Mtete ht et tee atom x. roe ee artes te tect 20,072 21,240 22,482 23,409 
2. Government expenditure on goods and services..... Dales 6,173 6,416 6,716 
CUETENEIEXMONCIGULEG. o,f n--)- seein elecones ee ones 4,340 4,784 4,893 * 5,128 
gross fixed capital formation................. 1,382 1,389 1,023 1,588 
3. Business gross fixed capital formation!............. (exis 6,975 6,894 6, 612 
new residential construction.................- 1,409 1,763 1, 734 1,476 
new non-residential construction.............. 3, 108 2,811 2,589 2,001 
new machinery and equipment............... 2,823 2,401 PABST: 2,569 
4. Value of physical change in inventories—total?..... 231 — 333 297 316 
non-farm business inventories................. 305 —207 351 229 
ferrin Ven GONl ess se iss ee oe ere nrayete aeecse —125 —93 —65 17 
grain in commercial channels................. 51 —33 11 70 
5. Exports of goods and services?.............-...-... 6,391 6, 340 6,676 6,957 
6. Imports of goods and services?..................... —7,813 —7, 423 —8,115 —8, 148 
i. Residual enrorot estimates. 15.005. 4-..205. esse. —29 —105 207 97 
8. Gross National Expenditure at Market Prices 
Ce re he et a Oy ene ee 31,909 32,867 34,857 35,959 


9. Index of G.N.E. in Constant Dollars.............. 100.0 101.1 104.3 106.5 


1 Includes private businesses and institutions, and publicly owned Business Enterprises. 


. 2 The book value of inventories is deflated to remove the effect of price changes and the derived 

physical’”’ change is then valued at average prices of the current period to obtain the value of physical 
change. The difference between this value of physical change and the change in book value is called the 
inventory valuation adjustment (see line 7, Table 1). 


H Minor adjustments have been made to the figures of current receipts and payments shown in Table 35 
and in ‘The Canadian Balance of International Payments, 1957 to 1960’, Dominion Bureau of Statistics, 
to achieve consistency with the other component series. 
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In this connection, purchases of gas, oil, grease, and automobile parts were also 
unchanged, so that total operating costs of private automobiles did not rise in 
1960, despite a larger number of vehicles on the road. This may be attributable 
in part to the increasing use of smaller cars. 


Prices of consumer goods increased by 0.6 per cent in 1960, with non- 
durable items (mainly food) rising by 0.8 per cent and durable goods prices 
declining by 0.4 per cent. Thus, the volume of durable goods purchases was 
slightly higher than the fractional gain shown by the value figures. Prices of 
services, especially medical costs, rose, the average increase being 2.2 per cent, 
thereby continuing a long-term trend. From 1949 to 1960 prices of services 
rose by 53 per cent while prices of goods rose 19 per cent. 


Expenditure on goods and services by all levels of government rose in 
1960 by $300 million, or 4.7 per cent above 1959 to a level of $6,716 million. 
Of this total, capital expenditures amounted to $1,588 million, increasing by 
$65 million over the previous year. The gain in total expenditures on goods 
and services by governments was more than accounted for by provincial and 
municipal governments, which increased their purchases by $393 million. There 
was a decline in spending on goods and services by the federal government of 
some $93 million, all of it occurring in the non-defence area. Defence expenditures 
were virtually unchanged from the year before. 


As previously noted, business fixed capital formation declined for the 
year 1960 as a whole by 4.1 per cent or $282 million and about 6 per cent in 
volume. 


The value of new housing activity declined in 1960 to $1,476 million from 
$1,734 million in 1959. Housing starts’ fell by 23 per cent to 109,000 units in 
1960 from 141,000 units in 1959. There was a good deal of evidence to indicate 
that the decline reflected, in part, a less pressing demand for accommodation 
resulting from the very large increase in the supply of housing achieved in 
previous years. The declines took place during the early part of the year, since 
by April housing starts had begun to improve moderately. In the fourth quarter 
of the year, starts were back to a seasonally adjusted annual rate of 131,000 
units, and this improvement has carried forward into 1961. The improvement 
in housing in the last half of 1960 was associated with a greater availability 
of mortgage credit, as N.H.A. rates became more attractive to the lending 
institutions (other than the chartered banks which are not authorized to lend 
at rates in excess of 6 per cent) and as C.M.H.C. increased its direct lending. 
At the same time, a further liberalization of the N.H.A. regulations made it 


TABLE 8 


TOTAL MORTGAGE LOANS APPROVED 
(Dwelling Units) 


— 1959 1960 
Nationa, Hovusina Acr Mortresace Loans— 
Bila. Tieust, 2008, QhG; wa dbs nob knot da phe Ae eae mind cbr wives pare ge ies 11,841 21,724 
RRND OSCE, ne eo van. acm, occ. chet As taiats oe pe ncaa PRS ots oo ine Ae ek 14, 844 89 
Crue ES) Times. ee a EE. A OE cs Soret 34, 241 15,932 
SO 2) a a A ree eer errr es Te 60,926 87,745 


ConvVENTIONAL MortGcace Loans— 
All Goending lnstitations ccs, oie xe ee Snob tg duh be eh cet cima Spies oe 46,882 42,164 


PW tal. os 5 op Faces RUE. Wisin « eds Sind SLED atdishitane SMA s bate eae Rime 107,808 79,909 
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possible to acquire houses with smaller down payments and to obtain mortgage 
money for longer maturity periods. 


The number of housing units actually completed declined less than the 
number of new starts, the comparative statistics are: 124,000 units In 1960 and 
146,000 units in 1959. Completions in 1960 were below the level of the two 
previous record years but above the level of 1957. 


Outlays for private non-residential construction amounted to $2,567 mal ane 
fractionally below the level of 1959. The price “deflator” rose by more than 
per cent so that the implied decline in volume was about 3 per cent. There were 
some offsetting increases and declines. Construction outlays were slightly lower 
in manufacturing, trade and some business services and higher in mining, 
quarrying and oil wells. 


Investment in new machinery and equipment was unchanged from 1960, 
amounting to $2,569 million. Actually, this figure has only been exceeded in the 
extraordinary years of 1956 and 1957. The 1960 level was 9 per cent below such 
levels. The absence of any change in the total level of new investment In ma- 
chinery and equipment concealed a significant increase in investment in manu- 
facturing and an offsetting decline in investment in utilities. Those affected were 
mainly electric power and railways, the latter reflecting the near-completion of 
the dieselization programme. 


The accumulation of inventories in the economy in 1960 totalled $316 
million, or very close to the 1959 total of $297 million. 


TABLE 9 
ANNUAL CHANGE IN INVENTORIES 


rs 1959 1960 


(Millions of dollars) 


Non-Narinsbusinessepliy eutonies’ aici Sor water ai teeta clic scpany., ontienet «ds eras kia tea 351 229 

Farm Inventories: 
PAINS COCK SOL GAIN, Ar aaeen et. Oh ee ea EOE Ae SLE ee, SER erp cred wo neat —85 3 
Ravestoek dnventopiest a teeke tr. xatcae yes tepals Bit dois ws aticrtaeu hus Meme ¢ 20 14 
GELATIN INN OMITET OM @ TEIN OLS ye so ate Che aie ieee cs Fos Pimecistaae cucu eho Biase avases 11 70 
Total: Changeinwnvyentories: ..f7.....4. 6a: cased es le da. 297 316 


However, changes during the course of the year were substantial, with large 
accumulations in the first half of the year being followed by a liquidation in the 
third quarter and a modest increase in the last quarter of the year. While the 
annual figures show virtually no net effect on production, the movements 
described were very large; from plus $752 million in the first quarter, adding to 
current production, to minus $132 million in the third quarter, depressing 
current production. The “swing” in inventories thus totalled $884 million, or 
equivalent to about 23 per cent of the Gross National Product. 


The buildup of manufacturing inventories in the first half of the year took 
place while shipments were declining and stock-sales ratios rising. The most 
significant increases took place in holdings of finished goods. This acted as a 
dampener on manufacturing production later in the year when increasing 
demands were met out of inventories rather than by means of new production. 
The liquidation of inventories in the last half of 1960 began with raw materials 
and goods in process, but in the final months of the year stocks of finished goods 
were also worked down. Although total liquidation of manufacturing stocks 
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TABLE 10 
CHANGES IN INVENTORIES 


ooo EEE 
8S 0o—aww00—0—_00O0666—OMNW@*S$S$Ss@$$*OOO8O98DWnOT09No09o oo 


1959 1960 1960 quarterly at annual rates 
annual annual 1Q 2Q | 3Q | 4Q 
(Millions of dollars) 

POMPE bdo 26 SSS: BERG Sa LN 118 66 304 216 —188 —68 
pf Ce ne 85 15 88 36 —100 36 
Joa eee ee er ae 125 174 248 112 220 116 
UMRES TS re oc, re ee or 23 —26 8 —28 —108 24 
Total Non-Farm Business Inventories. .... 851 229 648 836 —176 108 
Farm Inventories and grain in commer- 

Gmumnnnels. MOE Sooo... ss nao nce —54 87 104 88 44 112 
Total Inventory Change.............. 297 316 752 424 —132 220 


lessened in the final quarter of 1960, there was actually a heavier drawing down 
of durable goods inventories, particularly in the iron and steel industry, and an 
accumulation of some non-durable goods. 


The shifts in inventories in 1960, while of major significance to the pace of 
total economic activity, were far less than in previous postwar periods. The 
shifts from the high point of accumulation to the low point of liquidation for 
non-farm business inventories are shown below, in relation to the level of Gross 
National Product. 

TABLE 11 


LIQUIDATIONS OF NON-FARM BUSINESS INVENTORIES 


(4) ()= 


(1) (2) Gross (3) + (4) 
Periop or Prax: airs f steel rc heriwary National Change in 
ACCUMULATION: LIQUIDATION reece Liqui- to Col. (2) Product Inventories 


mulation dation at Peak as a 7% of 


Liquidation G:N.P 
(Millions of dollars) 


2Q 1951 to 4Q1951.... 1, 220 —372 —1,592 21, 624 7.4 
3Q 1953 to 2Q 1954.... 516 —184 —700 24, 588 2.8 
1Q 1956 to 1Q1958.... 1,124 — 656 —1,780 32,000 5.6 
1Q 1960 to 3Q 1960.... 648 —176 —824 35, 840 2.3 


The more moderate shift in inventories in 1960 reflects, in the main, changes 
in the basic economic environment. As compared with earlier periods, supplies 
were ample in 1960 and deliveries were quick. Businessmen did not expect 
significant price changes and were not tempted to speculate against price in- 
creases. There has been a greater concern for costs, and high inventory holdings 
impose additional interest costs and other costs on business. Finally, newer 
techniques of inventory control have made it easier to operate with lower levels 
of inventory stocks. 


Exports of goods and services reached $6,957 million in 1960, setting a new 
record, about 4 per cent above 1959. Imports of goods and services were little 
changed from 1959, and totalled $8,148 million. The balance of payments 
deficit amounted to $1,191 million (on a national accounts basis), $248 million 
or 17 per cent below the 1959 deficit of $1,439 million. 


Looking at Canada’s foreign trade over a longer period, from 1950 to 1960 
when world trade was expanding rapidly, Canadian exports and imports of 
goods each increased by about three-fourths. From 1953 to 1960, Canadian 
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exports and imports of goods each rose by nearly one-third. From 1956 to 1960 a 
different picture emerges: exports of goods continued to rise by 12 per cent 
while imports of goods were almost unchanged. Thus, the import of goods by 
Canada in relation to the Gross National Product was 17.4 per cent in 1950, 
16.8 per cent in 1953, 18.2 per cent in 1956 and only 15.4 per cent in 1960. 


TABLE 12 
INDEX OF CANADA’S TRADE 
1960 

Exports of Imports 
Goods of Goods 

SEO S10 arc ects rca tosexovel erenavisl ove evere on ovovswanoy chat ato verevetevattere ratexatonntaretaneret el ctenelier ifs 'ero" whaler diary 172 177 

5G 00 ene one irc OEIC C/cae BOOS. CC OIG. EELU CIC OIC OTIC. OOO OSES RO CIRCA T 130 132 

se rae sees ae rics cerereleleta tas orsieret catia wre siesaustele' Gisseiwuo (ie cuatro ocr ale\eceinaueiorys 112 100 


Likewise, the proportion of the total supply of Canadian goods and services 
(including imports), met by imported goods and services, was lower in 1960 
than in earlier periods. For the four years 1950, 1953, 1956 and 1960 the per- 
centages were respectively: 20.0; 18.9; 20.1; and 18.5. 


PERSONAL INCOME* AND Its DISPOSITION 


Personal income rose to $27,442 million in 1960. All components, with 
the exception of non-farm unincorporated business income, showed increases, 
with the largest percentage increase coming from government transfer payments. 
The gain in personal income, 4.3 per cent above 1959, was greater than that of 
national income, which increased 2.6 per cent. One reason for this was the 13 
per cent rise in government transfer payments to persons which do not appear 
in national income. Another reason was the enhanced flow of interest and divi- 
dend payments to persons which, along with net rental incomes, rose 5 per cent. 
Total corporation profits, which appear in national income and not in personal 
income, declined by 6 per cent. The increase in transfer payments consisted 
of a number of items including: higher family allowances and old age security 
payments resulting from a larger population; higher payments to farmers 
including the special payment to western grain producers; a larger flow of 
unemployment insurance benefits; increased provincial payments to hospitals 
under the Dominion-Provincial Hospitalization Scheme and in the form of 
grants; and higher provincial grants to universities and other non-profit 
organizations. 


Personal direct tax yields increased by 13.2 per cent over 1959 to a total 
of $2,358 million. Personal income tax payments at the federal and provincial 
levels rose by 13.4 per cent, reflecting higher levels of personal income and a 
higher average rate of tax in 1960. In 1959, the new rates of federal taxation 
were applicable only to the latter half of the year, while in 1960 the new rates 
applied to the full year. Succession duty payments increased by 21.5 per cent, 
while miscellaneous taxes, including premiums under the hospital insurance 
scheme and licence fees for private automobiles, rose by 6.7 per cent. 


_ After deducting direct taxes from personal income, the residual, personal 
disposable income, amounted to $25,084 million, 3.5 per cent above 1959. 


* It should be noted that incomes of ‘‘persons’’ in the personal account include those of non-profit 
organizations and unincorporated businesses as well as of individuals. 
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TABLE 13 
SOURCES OF PERSONAL INCOME 


— = 1957 1958 1959 Prelim. 
1960 


(Millions of dollars) 


1. Wages, salaries and supplementary labour income. 16,018 16,524 17,761 18,514 
Deduct: Employer and employee contributions 
to social insurance and government pension 


CG See Sas TES ig ae nae —590 —615 — 649 —739 
2. Military pay and allowances..................... 476 491 496 509 
3. Net income received by farm operators from farm 
FIUEOTAT Ce. es See ee ee i reeee ’ 1,026 1,198 1,136 1,201 
4. Net income of non-farm unincorporated business. . 2,008 2,125 2,218 2,105 
5. Interest, dividends and net rental income of per- 
Sema SOE rea REIN ale 2 Se Seven Oe dove Shick 2,141 2, 288 2,559 2,696 
6. Transfer payments to persons— 
(a) from government (excluding interest)... .. 2,076 2,653 2,758 3,116 
(b) charitable contributions made by corpora- 
A A REE INT Bee alate ene end aie 36 38 40 40 
7. Personal Income (1+2+3+4+5-+6).............. 23,191 24,702 26,319 27,442 


1 Excludes undistributed profits of the Wheat Board and an inventory valuation adjustment on a 
calendar year basis for grain held by the Wheat Board. 


2 Includes all government debt interest paid to persons. 


DISPOSITION OF PERSONAL INCOME” 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 


30.0 Te a a ice 30.0 


PERSONAL SAVING 


\PERSONAL EXPENDITURE ON 


PERSONAL EXPENDITURE f 
ON TOTAL CONSUMER GOODS ef] 
| JCONSUMER OURABLE GOODS 


AND SERVICES 


20.0 20.0 
aa | 
15.0 15.0 
10.0} 10.0 
5.0 } 5.0 
fe) fe] 


| } | } 


I T T 
‘ 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 


(OSE ASONALLY ADJUSTED AT ANNUAL RATES 


Personal saving*, or disposable income less consumer spending, totalled $1,675 
million in 1960 compared with $1,754 million in 1959. Personal saving as a 
percentage of disposable income was 6.7 per cent in 1960 and 7.2 per cent in 1959. 


The ratio of personal saving to disposable income in Canada over the period 
1949 to 1960 averaged 6.7 per cent. Over the same period in the United States 
* Personal saving is represented by changes in assets and liabilities of persons and includes, for example, 


changes in liquid assets (cash, bonds and stocks), life insurance, consumer and mortgage debt and the 
value of inventory changes of unincorporated business and farmers. 
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the ratio was 7.2 per cent. This is of considerable interest, since over these 
twelve years the average per capita personal disposable income 1n the United 
States was $1,642 U.S., while in Canada it was $1,172 Canadian. That is to say, 
on an average income almost 30 per cent below his United States counterpart, 
the “average” Canadian saved nearly the same proportion of his income. 


TABLE 14 
DISPOSITION OF PERSONAL INCOME 


Prelim. 
— 1957 | 1958 | 1959 | 1960 
i (Millions of dollars) 
1. Personal direct taxes— 
(3) MeOMESLAXES: 1. cogs pode were «Ae CME we oc ods ; 1,698 1,554 1,744 1,977 
Uy SUCCESSION UUIOSs ne carcectee tbat etary Acta taere 126 126 130 a 
(ce) miscéllancous taxesw.a.6...de0 ages cee bes 98 108 209 223 
TG ta liGinectrvaxes. soc meee cette sete: 1,917 1,788 2,083 2,358 
2. Personal expenditure on consumer goods and 
services— 
Goods— 
(=) mon-dunable: 2 \. Sey cdte 2. str nate etantas oe 10,402 10,878 1AMBLS 11,783 
(och tiresiinl Gia antees gener ea Meera vote ae 2,48 2,499 2, 680 2,687 
NOLS 2 lake Resin ae repenCR Rae inate” ok Six 0572) ae RA UE a 7,240 7,863 8,487 8, 939 
Total consumer expenditure.......... 20,072 21, 240 22,482 23,409 
3. Persona] saving— 
(a) personal saving excluding farm inventories. . Poet 1,767 1,819 1, 658 
(b) change in farm inventories............-....+ —125 —93 —65 ile 
Total personal Saving. .c.e os. sees + 1,202 1,674 1, 754 1,675 
4, Personal Income (14+2+3)............0.2.2000000. 23,191 24,702 | 26,319 27,442 


SOURCE AND DISPOSITION OF SAVING 


Total saving in 1960 amounted to $5,834 million, about 2 per cent below the 
level of 1959. Business saving rose about 1 per cent offsetting for the most part 
the small decline in net personal saving to which reference was made above. 
On a national accounts basis, the combined deficit (i.e., negative saving) of all 
levels of government increased from $536 million in 1959 to $809 million in 1960. 
Almost five-sixths of the increase in the deficit was accounted for by provincial 
and municipal governments, their combined deficit rising from $174 million in 
1959 to $398 million in 1960. The federal government deficit (on a national 
accounts basis) increased from $362 million to $411 million. 


The accompanying tables on source and disposition of saving outline the 
major sources of saving in the economy, although the tables are not designed to 
show the flows of saving between sectors. For example, while the largest element 
in total saving in 1960 was accounted for by business saving, this was less than 
business investment, so that business as a whole would have been a net borrower. 
The government surplus or deficit is measured on a national accounts basis which 
is described in a subsequent section. It should be noted that government expen- 
diture includes outlays of a capital nature. In terms of the sector accounts, a 


government surplus represents national saving and a government deficit rep- 
resents dissaving. 


The table dealing with the disposition of national saving shows the use of 


these savings both in terms of business capital investment (including inventories) 
and in net foreign investment. 
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TABLE 15 
SOURCES OF SAVING 


———————————— eee ee eee 
ee ————————————————— OO LLLS_—_=__=_=_____ 


— 1957 | 1958 1959 | — 
(Millions of dollars) 

PMR OE rere ENC cis x wins mers a 95 Cas sc v wn. a ees 1,202 1,674 1,754 1,675 
Business gross saving—total...........c.ccceeeceeuces 4,863 4,741 5,062 5,121 
(a) Undistributed corporation profits?......... 854 812 923 824 

(b) Capital consumption allowances and miscel- 
laneous valuation adjustments........... 4,009 3,930 4,143 4,291 
(c) Adjustment on grain transactions’..........].........0- -—1 —4 6 
Inventory valuation adjustment..................005. —78 —35 —115 —57 
Adjusted government surplus (+) or deficit (—)4..... 100 --1,030 —536 —809 
UseeUal CLTO? Of OSU ALO, «554i oa ass aaesccnee ns 08 28 104 — 206 —96 
yeh eS URI ce 6,115 5, 454 5, 959 5, 834 


1 See Table 14, 
2 See Table 17. 
3 Accrued earnings arising out of operations of the Canadian Wheat Board. 
4 See Table 26. 
5 See Tables 1 and 7. 
TABLE 16 


DISPOSITION OF SAVING 


= 1957 | 1958 1959 | Pa 
(Millions of dollars) 

Business gross fixed capital formation................ 7,335 6,975 6,894 6,612 

Value of physical change in inventories............... 231 —333 297 316 
Surplus (+) or deficit (—) on current account with non- 

MELO er ge oe te one is Os wees sae eee —1,422 —1,083 —1,439 —1,191 

| CEI TESS 2c ae ae ea FE a ed a el —29 —105 207 97 

REOU dae See len «,n1alvin.w sng poten nad tate 6,115 5,454 5, 959 5,834 


1 Minor adjustments have been made to the figures appearing in Table 35. 
2 See Tables 1 and 7. 


Business saving rose from $5,062 million to $5,121 million from 1959 to 1960 
despite a 6 per cent decline in corporation profits. The decline in profits was 
partially offset by a decline in income tax liabilities, whereas dividend payments 
remained stable. Undistributed corporation profits were about $100 million 
lower in 1960 than in the preceding year, but depreciation and similar allowances 
of the entire business sector grew by $148 million, so that business gross saving 
increased. 


Changes in total saving are naturally and closely related to changes in total 
income, which in its turn is a reflection of the total value of production. Table 18 
lists year-to-year changes in the Gross National Product and in total savings. 
The accompanying chart traces quarterly movements of total national saving 
from 1950. 
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TABLE 17 
CORPORATION PROFITS, TAXES AND DIVIDENDS 


Prelim. 
= 1957 | 1958 | 1959 | 1960 


(Millions of dollars) 
Corporation profits before taxes including dividends 


Paid. to MON-TEsiGEntsh, oo. oc ceb «vues ogi s css epee 3,056 2,988 3,401 3,200 
Deduct: corporation income tax liabilities........ 1,337 1,300 1,541 1,449 
Excess of tax liabilities over collections....... —213 —36 101 — 223 
TPAXTCOMSCTIONS. Abe Settee ss sia os ate ttn «worse ae tate 1,550 1,336 1,440 1,672 
Corporation| proirts*aiter taxes..:.....{..28: 62.0 ep 1,719 1,688 1,860 Tio) 
Deduct dividends paid out?......iscetscctistepe 865 876 937 927 
Undistributed corporation profits’.................605 854 812 923 824 


1 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
2 Includes charitable contributions made by corporations (See Table 13). 
3 See Table 15. 


TABLE 18 


YEAR-TO-YEAR PERCENTAGE CHANGES IN GROSS NATIONAL PRODUCT AND 
NATIONAL SAVING 


% Vctoertals % Change in 


ross 
YEAR National ie 
Product arane 
NOBUO Mea CTS tr SNe Soh ce Ber Icarus ae eee ale fee ose +17.6 +22.1 
OPA AICTE is, aapercinnp tex eantoPE “Otay eet REINO eee oe CEN OTE ea Be i er +13.3 +11.2 
TOR SVALOD DN By, n.. MOEN acs Nee i SN ces OM es SR NO Sie sea ivags SEA Sie gies + 4.3 + 1.2 
ROP UCTRS GR le: ea EM ee LV OR DN et. SEN ST ML ee GC Bee eee m2 — 0.6 —15.2 
LOB YOGA tan hamper ew wr COMB M Pee Boece ea laie sya Rearquiacs aeR Cae ALE aw Gah Oe + 9.1 +16.9 
LOS GODS ais eran et atta ae eRe . kinetin f Meak Peat Weber cee 4 ance ol ey ya +12.7 +28.6 
URE Re hath sc, ER Ea ak 3 hy EE ee Ae ee Ce rene roe ree + 4.3 — 3.9 
NOS AIDS Geto oats mice hs. £ gs 4k GRR S oC OE RT DU On ee ox a ne ee + 3.0 —10.8 
LOR OVO SS) See crcl cuks Rec re tat PMs: nica: ode os awa cc oa 2 es + 6.1 + 9.3 
TOGO/LG59 Sa pete nc ea ets Me onic kL RO: SME oe Ree eS ee ol + 3.2 — 2.1 
NATIONAL SAVING, BY QUARTERS, 1950-1960 
(Seasonally Adjusted at Annual Rates) 
7.0 (BILLIONS OF DOLLARS) re 
6.0 6.0 
5.0 5.0 
4.0 4.0 
30 | | | | | | | 28 


PPV PO AV PO AV av EV VV aa ave ata IP ubiv p 


1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 
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INVESTMENT AND CApITAL EXPENDITURE 


Private and public capital expenditure totalled $8,200 million in 1960, 2.6 
per cent below the level of 1959. The decline was more than accounted for by 
reduced activity in housing which was lower by $263 million or 15 per cent. On 
balance, all other investment increased by $46 million. Capital expenditure was 
22.8 per cent of the Gross National Product, below the levels of the period of 
extraordinary resource development in 1956 and 1957, but about the same as 
earlier years in the decade. 


During the past decade, capital investment in Canada both public and 
private has continued at high levels. Indeed, the ratio of investment to Gross 
National Product has remained well over 20 per cent, one of the highest rates 
in the western world. This investment includes a wide variety of projects: re- 
source development, manufacturing plant, transportation and communication 
facilities, fuel and power projects, trade, finance and commercial services, housing, 
hospitals, schools and government departmental expenditures. 


TABLE 19 
CAPITAL EXPENDITURES AS PERCENTAGE OF GROSS NATIONAL PRODUCT 


eS: one BRI CWT TI Ran arses SRR es 18.5 5 i eee Ne Sac eens Seon 23.0 
Mice soe ie: ARR ea ARI Zo oR Sa 20.4 oat rsh tate Saar arse, Sata aches ee 23.0 
So oY a RSS tee eon mee ane 21.6 195 G cinco d scsceyacrpmavincheronsrncentionntc shay na naatoesranl ts 26.3 
LEI. 9 ps6 SS y ee AS cr rae 21.9 Ey i AE RI Oo reich, S15 . 27.3 
LTT: 28 EE ee Oe eT 22.4 OBS rtd «cc. ican seed ge at aa s cae eat ee 25.4 
SUR ee n-ne et ees hos ae tien sare ts 22.9 LODO ess 5 atte cic Ee atrscersgs aie tee sta aah ole tee aie 24.1 
RRR i cite swig ss wien wi aiu,z' an « reat het 23.9 1960.40. FREE, RIE ah Bob sag 22.8 


The lower level of capital investment and smaller share of the G. N. P. in 
1960 compared with 1956 and 1957 reflect, in the main, the completion of major 
resource developments. By nature, much of this type of investment requires a 
“bunching” of investment outlays. It is not physically possible, or economically 
feasible, to install small yearly increments in a project such as, for example, a 
hydro-electric power development. Once completed, these investments serve 
major needs for a number of years until the accumulation of gradually rising 
demands, both at home and abroad, impels a further expansion of facilities. 
Since the completion of the latest round of expansion in some major basic in- 
dustries, there has been a shift to other types of capital including housing, 
social capital (e. g., schools, hospitals), government outlays (e. g., roads, high- 
ways, sewers, airports, docks and other engineering works) and service industries. 
These outlays have offset to a considerable extent the declines in investment 
which have taken place in industries such as mining and power. The following 
percentage distribution of capital investment shows the picture over the past five 


years. 


Turning to 1960, new investment in agriculture, fishing and forestry rose 
modestly over 1959. In mining, quarrying and oil wells there was a sharp 12 
per cent gain over the preceding year although both the level of new investment 
and its share of total investment were well below 1957. 


Manufacturing investment in 1960 rose by 4 per cent over 1959; new 
construction declined by $24 million but investment in new machinery and 
equipment rose sharply by $72 million, or nearly 10 per cent. There were signif- 
icant increases in iron and steel products, paper products and chemical products, 
where export sales grew rapidly in 1960, and smaller increases in food and bever- 
ages, rubber products, textile products, and non-ferrous metal products. There 
were declines in investment in a number of manufacturing industries including 
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TABLE 20 


PERCENTAGE DISTRIBUTION OF PRIVATE AND PUBLIC CAPITAL OUTLAYS 
eee eee ee) a ee ee ee 


SrecTor 1956 1957 1958 1959 1960 
BusIness CAPITAL 

Forest and Mineral Products................-. 14.8 14.2 8.5 8.6 10.0 
MuewandtPowers. smaanie deck oe h wclde tes hath’ Ss 15.3 17.9 15.9 12.4 12.7 
SUDLOlal ser duwrhhcke tse a evs eM hea 80.1 82.1 24.4 21.0 22.7 
Trade, Finance and Commercial Services..... 7.6 ciao 8.4 9.9 9.6 
Transportation, Storage and Communication. . 10.2 | 12.8 12.2 1a, 
OG Gre area ik oie eraie te ctertis Mec seake Sierras unters Saori Sciaye 14.4 Ted TO 13.9 14.2 
Sub=totalc ise cee wotk Ge eee ek 62.3 64.8 58.2 57.0 58.2 

HovusineG AND SoctaL CaAprran 
EVOUSIN Oca Arter aies oie een hare ste:'ove ape ole ocsnave eae aed 19.3 16.4 Des 20.8 18.2 
ANStisNtiONa lL OeLVICeS caus dacs cee ee maces 5.0 Sen Gal 6.4 7.0 
Government Departments and Waterworks.... 13.4 13.6 14.4 15.8 16.6 
SU D=tOCa ier oo ons ee eee 37.7 35.2 41.8 43.0 41.8 
Total Capital Expenditures.......... 100.0 100.0 100.0 100.90 100.0 


wood products, printing and publishing, transportation equipment, non-metallic 
mineral products and products of petroleum and coal. 


New investment in utilities declined about 5 per cent in 1960. This group is 
defined as electric power, gas and waterworks, and transportation, storage and 
communication. Investments in this area are often huge and show sharper 
changes over the years compared with many other industries. There were declines 
in investment in electric power, gas distribution, railway transport (reflecting 
the near-completion of the dieselization programme and of rail lines to certain 
mining areas) and telegraphs, water and motor transport, and grain elevators. 
On the other hand, there were increases in urban transit, telephones, broad- 
casting, and in the group comprising air transport, warehousing, oil and gas 
pipelines and toll highways and bridges. The latter group showed a substantial 
increase of $42 million, and reflects the changing forms of transportation in 
Canada. 


New investment in trade declined by $15 million, about 4 per cent. In the 
finance field, there was a decline of $18 million, more than accounted for by 
smaller outlays of real estate companies engaged in developing, owning and 
leasing properties. 


In the service field, investment in commercial services declined by $13 
million, but institutional services increased their outlays by $40 million, most of 
it in schools. Outlays for hospitals totalled $153 million, about $1 million higher 
than in 1959*. Almost all capital outlays for schools and a substantial share of 
outlays on hospitals are included under government expenditure on goods and 
services. Capital outlays by government departments rose to $1,277 million, 3 
per cent above 1959. All of the gain took place at the provincial and municipal 
level; federal department outlays declined by $26 million. 


r According to the Outlook for Private and Public Investment, 1961, capital outlays for hospitals are 
to rise by $112 million this year. 
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TABLE 21 
PRIVATE AND PUBLIC CAPITAL EXPENDITURE 


ae636G6G6G_0—é—e00—@—6$—0—aOO9DOnuonT0Dnanmaummee 


— 1957 1958 5 Prelim. 
| vt ad | 1960 
(Millions of dollars) 
Agrecaivere aud fishing. )2. 5 ....0.. 3208. Bele, 434 465 539 548 
Forestry RP REKG can wea Sse SRE S SR Ch Wisin a's steve bier Ie ET 48 33 48 52 
Mining, quarrying OTE OEE WRI ete og ois og wcatcgke Shee 606 342 342 382 
ore ee eee Set bl 1,479 1,095 1,144 1,192 
Electric power, gas and water works................. 949 845 766 701 
Transportation, storage and communications.......... 1,359 1,308 1,076 1,058 
SECA ACY TMTUREE So ccs ein so oc cas LEE OO 158 157 
Trade, finance and commercial services.............. 690 705 833 788 
Institutions Seren coe Me hiwre T Sek aah ie uence « Oat 454 514 536 576 
Ut PMN ogg cts whew Basoaeninich ic dias vee g 1,430 1,782 1, 762 1,489 
Government departments....cccweviewss oeuwsevere conver 1,110 1,118 1, 236 1,277 
Total Capital Expenditure’..................... 8,717 8,364 8,417 8,200 


Total Capital Expenditure as a Veat Attest | of 
Gross National Expenditure. . 27.3 25.4 24.1 22.8 


Index of total Capital Expenditure in Constant 
SIOUBTS BUG ead. <5 55. RUE EAs ohh ce CR ceva 100.0 94.0 92.3 88.0 


1 For reconciliation with Business Gross Fixed Capital Formation in housing, plant and equipment 
in Table 7, see below. 


Prelim. 

1957 1958 1959 1960 
PRIVATE AND Pusuic CapiraL EXPENDITURE—Table 21............ 8,717 8,364 8,417 8,200 
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Government housing excl. C.M.H.C. rental housing....... —21 —19 —18 -—13 
Direct government department outlays................... —1,110 -—1,118 -—1,236 -—1,277 
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REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


On the National Accounts basis, the combined deficit of all levels of govern- 
ment in 1960 was $809 million,* compared with $536 million in 1959. An in- 
crease in revenue during 1960 was more than offset by a larger increase In expen- 
ditures at all levels of government. The major portion of the increase in the 
deficit for 1960 occurred at the provincial and municipal levels since the deficit 
of the federal government was only moderately higher in 1960 than in 1959. 


TABLE 22 


REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 
(National Accounts Basis) 


1959 1960 


Revenue |Expenditure| Deficit Revenue |Expenditure| Deficit 


(Millions of dollars) 


Hederall «ck ceeitee eka 6,005 6, 367 362 6, 280 6,691 411 
Provincial-Municipal....... 4,648 4,822 174 5,017 5,415 398 
Total ..hatieec.. ose 10,653 11,189 536 11,297 12,106 809 


To obtain a comparison, on a National Accounts basis, between government 
expenditures and the Gross National Expenditure, it is necessary to limit the 
comparison to government expenditures on goods and services (as distinct 
from transfer payments), since these are the only government outlays included 
in the Gross National Expenditure account. In 1960, expenditures on goods and 
services by the combined levels of government represented 18.7 per cent of 
Gross National Expenditure compared with a proportion of 18.4 per cent in 1959. 
In 1949, before the Korean war and the related rearmament programme, this 
proportion was 13 per cent. Largely as a result of the buildup in defence expend- 
itures the proportion rose to approximately 18 per cent in 1952. In the years 
from 1952 to 1960, the rise in government expenditures on goods and services 
has been very slightly in excess of the growth in Gross National Expenditure. 


Within the total, however, there have been considerable changes as between 
the shares attributable to different levels of government. As is evident from 
the table below, provincial and municipal government expenditures on goods 
and services have increased as a proportion of Gross National Expenditure, 
while the share of federal government expenditures is now lower than in 1952. 


TABLE 23 
GOVERNMENT OUTLAYS ON GOODS AND SERVICES AS A PROPORTION OF G.N.E. 


— 1949 1952 1960 


Expenditures by: 


FederalasDefenee: Ronee «<i tte oo ssordite «cnn eee =, «ens on teem 2.2 wan 4.3 
INon=delence Neer «..\cenen. on tat. > Seek. . s SORE. See 3.1 2.9 3.8 

Total ed er Gham sic ante orc eA, «Sc ne eaves tees os TO 5.8 10.4 7.6 
Provincial andy Municipal. ieee 2 -eteee oS. eee +. ae Beal 7.4 11.1 
Alllevels of Government.............................. 13.0 17.8 | 18.7 


* The following section discusses only those government transactions relevant to the National Accounts. 
As a result, the figures used may not agree with those shown in other Public Accounts. Table 26 indicates 
the reconciliation between federal deficit or surplus for purposes of the National Accounts and the com- 
parable figures appearing in the Public Accounts. In particular, federal corporate income taxes have been 
adjusted to an accrual basis. In 1959 this adjustment increased revenues by $101 million and in 1960 decreased 
revenues by $223 million. 
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Government expenditures on goods and services as recorded in the Gross 
National Expenditure account include expenditures not only on current admin- 
istrative costs but also on construction and on machinery and equipment. 
These items are in the nature of capital investment, but are not treated as 
investment expenditures. Expenditures of this type made by all levels of govern- 
ment during the period from 1958 to 1960 are set out in the following table. 


TABLE 24 
OUTLAYS ON NEW CAPITAL GOODS BY ALL LEVELS OF GOVERNMENT 


% of Capital 
ee F sae Ae to 
: achinery ota 
a Housing Piapbacce ne and Total! Government 
Equipment Expenditures 
on Goods 
and Services 
(Millions of dollars) 
UU ioe Se ee a 19 1237 133 1,389 22 
LCS ae ee ee 18 1,368 137 1,523 23 
POU Ree OARS wa oe. Sacldvcetes 13 1,431 144 1,588 24 


_ 1 These figures exclude investment expenditure by government business enterprises which is included 
in the national accounts item for business capital formation. 


2 Preliminary. 


The expenditures on other construction cited in this table cover a great 
variety of projects. Final data are not yet available giving a detailed analysis 
of government outlays on new construction for either 1959 or 1960. While 
total expenditures for this purpose in 1960 were somewhat higher than in 1958, 
the general pattern of expenditure on various categories of construction can 
be illustrated by means of detailed data for 1958 in the table below. 


TABLE 25 
EXPENDITURES ON NEW CONSTRUCTION BY GOVERNMENTS 
1958 
CATEGORY Federal Provincial | Municipal Total 
(Millions of dollars) 
ee Fen bit) oe as ar, ee er nr rere 68 14 10 92 
Schools and educational buildings. ................++- 13 21 175 209 
Rapa EAIA  CLONCRy CbC a, os cc rs 0 4 .0i0.n <if.sie eseipss 16 93,6:4 6508 8 27 oo 35 
rer Duce COUStTUCHION,...c.-0.s-csccs-as cee aewe 69 20 28 117 
Total Building Construction.................. 158 82 213 453 
Marine engineering Works............sse0sesercersees 36 1 1 38 
Roads, roadwork and aerodromes........-.-++++++055 57 308 131 496 
Water, sanitation and utilities............-.+.00seeees 13 14 82 109 
Other engineering construction...........+.++00e+e08s 25 81 35 141 
Total Engineering Construction.............. 131 404 249 784 
Total New Construction..................- 289 486 462 1,237 


As has already been indicated, government expenditures on goods and services 
are the only government expenditures which form part of the Gross National 
Expenditure. However, to arrive at the figure for the combined government 
deficit which is cited above and which appears in the savings and investment 
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TABLE 26 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


SOOO lllllEEEEeeS=SoSSSQQQQQQQQQQSSQSQSQSQQ eae ee 


Prelim. | Prelim. 
1959 1960 


(Millions of dollars) 


Change 


GovERNMENT REVENUE— a 
Direets Paxes— Persons s eres crerece Wie. «ore nies +e lclervrayata-cieratafein.osioreresiereinio-a« 2,083 2,398 +275 
Income— 
Rederalcohasiee ci pers unio ca on ia cae fee Oo ae woe eee aelelrs ave ars 1,692 1,917 +225 
Provincia MMeunicpelite, yes sekrectee esr otr ela aieina eelgrass 52 60 +8 
Succession Duties— 
Latte gas Babe Soaks. Are Ge MGT RR Obc Ones ROR ORR Erna GE OeanIC 76 97 +21 
HERRON UTC 1EVL S35 ferries eicle eateries rater er erate WRC AMREDTNE Ct ay'e Schtovrn Geacecens 54 61 +7 
Miscellaneous— 
REPLI EL: fees cc spcsard erated acre Mele erete otter Ris eras busier sia aise << 5 Wavcbateeveve: cls 2 DIN. crepes aitebe, Ware ot 
Proview and WEUntCIp ales sic sve ciclo sis ore prove eieie evaitteve-el cio 207 221 +14 
Direet: Taxes— Corporations. aeoteie cele <<< cerca wie & a 2,66 stele aia 3.0 1,541 1,449 —92 
Income— 
Ble cleralts ose gercctice ores ecios Suet toe arches enn Menage aes w/e spain e eae 1, 280 1,160 —120 
HPO VIN Claim eee eb areeaeias Ne ok enc Aa ce ei wie tte elects 261 289 +28 
Other Direct Taxes— 
Withholding taxes—Pederal is. coe ee Ree. 72 V7 +5 
EN GITE CE LAKES, cm crete Taarertiovousie odors «.agelcterr curser te arora) iain a aw ats 4,442 4,623 +181 
Gerad s Sts. ae lec MAAS cic bite wae oats Ie eS 2,131 2,181 +50 
Provincialiand: Municipal) jos scslct a.) esetoas secre aes ce ofyeals oe 2,311 2,442 +131 
Investment Incomes aein4 seed percerseck See eae do i Beet 993 1,060 +67 
Bedersll AO Tate: oath Gotten oee Mae. or ee aed ce ateen tee 339 354 +15 
Provincial-:and Municipals sant ge, teoeee eerie fed aula sama eee 654 706 +52 
Employer and Employee Contributions to Social Insurance and|————_|——__|—__—_- 
Government Pension Pundsh... .odoccss seers ee cee 649 739 +90 
Federale ie ten eek ens wits Wasa ane Cenk cee 413 492 +79 
IProwincial and Municipal. ...10..0ssisnia nels ees nro laaioes 236 247 +11 
Transfers from Other Governments— 
Provincialand Municipal: seechieiye seee cine rani rete seers 873 991 +118 
Wotal Heven We eens. ty SHG is oihsyrs Sedans Meera bide ers 10,653 11,297 +644 


Federal. .2. ac ..' BS ofctessMe tate: cietelaferays ore Whe ase siesa:sicheis stone folaisy 0 47 sih a 6,005 6, 280 +275 
Provincial ands Municipalifnc..at20 eee ee cuss 4,648 5,017 +369 
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TABLE 26—Concluded 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 
S°>°>°—0—(Q™?0606—5550—— 


Phe: Prelim. 
1959 


a eeEeSSSSSSSSSSSFSFSMSMmSsFsFeseseF 


Prelim. 


1960 Change 


(Millions of dollars) 


GovERNMENT EXPEeNDITURE— 


meanenien Cee SSR ELL S. on See EOORS. [8 ) A 6,416 
<i or ole 
PR EE re <5 Cts AataiKils w Wes, wits.) Seow aia aca ae 
LEE LLS CSS0C Sa an ping Ee SA i i tl at i a i oe 
PLOVMNSIAL BNC BLUNICIDEL. oo. 05 os sos ok Fo oem eblbeh ces Seen, 3. 584 
enpeter Payinents FO" ParsOus so. sk ss hc cane cuee ele AE 2,758 
LSE rey SM ean ae ne ee ee ee 1,795 
EMOVINUISE ANG WM UBIOIPAl: . =. oa Sc leo cok Ree eee nce en ee 963 
RMR RS. EATS CIO cackiois w.ao.s,s contra « Gidave foe dae chimed eal 944 
UR eIDe Mahal pW ein eae eS A a ce ee 678 
PePOv OTs Pema MEDICAL oc5..«</ctare 210! stererwletotatshesateloleiatarv’alelave vi xlete 266 
RR Bec EE ey eee ect ae oe Aah emis bya Mine are Game colon 198 
CPTI D Ee RE oy A, A= en a A, a 189 
BAAS GITIC IAS ATIC EDICT PLS, cease wae. 0 x carw:0,ore's, 510 atsia. wine sea ee 9 
Transfers to Other Governments— 
1 ES DY Bp. ROR Sete ne oe eR ae eee a eee 873 
PRE EE DCROUGEED ta cpeicds octane $26 eplaqustos Dera Beene eee 11,189 
et yt, a US cee fds OA ee. 6,367 
ris vinGiaL Aut MAMICIDA ours uence sephiokbieelh omies cseteelatee 4,822 
Dehcit: (aor SUPpPMIs (a )in.ie ck ce ebomes « sbeyeaaes anne eae —536 
POUCEAP Arte. Setese hee te cea rated wae a BaNSs Koae eles FT ee cate —362 
Provincial and Muniemal ssi, pists sided piesa elas Gee ae ld gee —174 
Total Expenditure minus deficit (or plus surplus).......... 10,653 
bags REC eel ae te os ny ge esa SR EIR, PL 6,005 
Provincial Bnd. Manica vse cca + ows sicis s o's oleeeatsi oie sivisisiwiacnsss 4,648 


1 Reconciliation with Public Accounts Surplus or Deficit shown below. 


6,716 +300 
1,561 mind 
1,178 —94 
3,977 +393 
3,116 +358 
1,983 +188 
1,133 +170 
1,049 +105 

756 +78 

293 +27 


234 +36 


222 +33 

12 +38 

991 +118 
12,106 +917 
6,691 +324 
5,415 +593 
—809 +273 
—411 +49 
—398 +224 
11,297 +644 
6,280 +275 
5,017 +369 


Prelim. Prelim. 
1959 1960 


(Millions of dollars) 


Federal Government calendar year surplus for national accounts purposes.... —362 —411 
Adjustments: 
Difference between calendar and fiscal year.......... ccc cece ee ee seen ene ene cece —34 —75 
Difference between corporation tax accruals and government receipts............ —101 +223 
Bevel TGR OEE oe oe ei yn oo ke cei a cowp tad chCR petwin Te adisis we mvMts eee Me +23 +17 
Reserves, write-offs and similar items omitted from expenditure............+.+. —253 —62 
Shipment of military equipment to NATO countries less replacement........... rf a Bee ee aol 
Extra-budgetary funds for pensions and social insurance (net)......-.+++0+s+++++5 +37 —60 
Adjustment to place debt interest on a ‘‘due date”’ basis........++++++++e0eeee0s —55 +3 
Other adjustments............esceeere cree teen e cen enneeneeenteeenenerseanegens +100 —48 
an pa — 609 —413 


Federal surplus for fiscal year as per public accounts 
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account, it is necessary to take into account certain other government outlays. 
After making this adjustment to the statistics, it appears that in 1960 the total 
of all government expenditures increased by $917 million, or 8 per cent, to an 
amount of $12,106 million. It should be noted that in terms of the impact of the 
government sector on the economy, this figure constitutes gross government 
expenditures since, in addition to direct expenditures on goods and services, it 
includes government outlays on transfers to persons, interest on the public debt, 
subsidies and transfers to other levels of government. These payments may In 
turn be used by the recipients for expenditures on goods and services. The table 
below indicates the percentage distribution of total government expenditures 
among these items in 1959 and 1960. 


TABLE 27 


PERCENTAGE DISTRIBUTION OF TOTAL EXPENDITURES 
ALL LEVELS OF GOVERNMENT 


aoe 1959 1960 

CGOVaVEYSRpenets Eifel neta Tet: ee NM ree nN a SNR TICEG OitrecS 0 Moc OOS al ro wl ee 57.3 bb.0 
‘Tipamsferssto POnsOus kara as Routt aca ores bn. elea,s, evs scueuess fe fovsgsyeuecegeysreceleuea Rouse ek a ae 24.6 Pasar 
Interestron publicde Dh. checscio cite cee eutkees cp2)oe crtmemencde ie Wrostohae aitantcnevarsne erator tener 8.4 8.7 
‘SHYT GYSU Ke ESSER Bear ara Bo NNR 5 AN antes re ene er Re MRE oft ae Seyise as 1.8 1.9 
TranstorgstOnOtnen Gov nu mMen ts vesicle co.cls he csore a etereee ore ens nl woe one steve ke ome 7.8 8.2 
100.0 100.0 


One of the outstanding features in the government sector over the past 
decade has been the very large growth in transfer payments to persons. These 
expenditures have not only increased in absolute terms but also as a proportion 
of total government outlays. While in 1953 transfer payments represented 22 per 
cent of all government expenditures, by 1960 the proportion had risen to almost 
26 per cent. The sharpest growth in transfer payments has taken place in the 
years since 1956. This has been the result, at the federal level, of the increase 
in benefits payable such as family allowances, old age security and unemployment 
insurance and, at the combined provincial and municipal levels, of the growth of 
payments by the provinces under federal-provincial hospital insurance arrange- 
ments. In relative terms, the growth at the provincial-municipal level has been, 
as the following table indicates, rather larger than that at the federal level. 


TABLE 28 


INDEX OF TRANSFER PAYMENTS TO PERSONS 
(Excluding interest on the public debt) 


1953 =100 
—— Federal! Provincial- Total 
Municipal 
HOBO: sisicccin Shere vie d.01a dad Saieee Cee AP Tee a » Cee Se 5 Oe os MO 117 131 121 
1957 si, sxallub apenas aly tee Sant ENG one Shoes re TERE RTE 140 148 142 
ED BS 2 hes erNghamanrrsns SAD sy one overt tae Ee ee ee ae oe 182 181 182 
VOD sea choi oriemnese rere. det “tb avs sash ch dice Oe oP ES ea RE a 172 232 189 
1S URAC”, © Oc aan eee enea ans gt Me ME Sem TRON Sar Doha Sram 190 273 213 


pp rr rp ee a ee als ot tte 


1 The federal portion of shared-cost programmes with provinces and municipalities is excluded from 


pes Tana payments to persons but is included in transfer payments to other governments. See 
able 26. 
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EMPLOYMENT AND EARNINGS 


_ Before examining the changes in employment in 1960 it may be helpful to 
review some of the trends in the labour market which have been observable in 
recent years. In the past decade a significant change has been taking place in the 
demand for labour in the Canadian economy, reflecting the various changes in 
the demand for products and services that have characterized the economy. In 
particular, the demand for services has steadily increased to the point where the 
service sector has become the largest employer in the country. In 1949, the goods- 
producing industries provided employment for 59 per cent of the employed 
population. By 1960 this proportion had declined to 48 per cent. A similar trend 
has been taking place in the United States. 


Considering these changes in more detail, total employment in the goods- 
producing sector of the Canadian economy fell by 3 per cent during the period 
1949 to 1960. This was the result of a 37 per cent decline in agricultural employ- 
ment and, to a lesser extent, to a decrease in the number of persons engaged in 
fishing. In both these primary industries, as a result of increased investment in 
capital equipment, the decline in employment has been accompanied by in- 
creased output. Excluding these two primary industries, the number of people 
in the goods-producing sector rose by about 18 per cent between 1949 and 1960. 
In 1949, the goods-producing sector employed two-thirds of all working males 
and about one-third of all employed females. In 1960, the comparable propor- 
tions were 57 per cent and 24 per cent. 


THE LABOUR FORCE” 


THOUSANDS OF PERSONS THOUSANDS OF PERSONS 
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() poyusTED FOR SEASONAL VARIATION 


These trends in employment in goods-producing industries have been sig- 
nificant and therefore a comparison of trends in employment in manufacturing 
industries in both Canada and the United States which appeared in a presentation 
to the Senate Committee on Manpower and Employment is of considerable 
interest. The comparison was made between the first half of 1953 and the first 
half of 1960. Over this period there were small declines in the indexes of manu- 
facturing employment in both countries but the decline in the United States was 
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about double that in Canada.* In durable goods manufacturing there was a 
slightly larger decline in employment in Canada than in the United States. This 
difference arose from a much greater decline in employment in the aircraft, 
shipbuilding and railroad equipment industries in Canada and was probably re- 
lated to defence procurement patterns and to timing differences in railroad 
dieselization programmes in the two countries. In other areas of decline, such as 
motor vehicles and parts, saw and planing mills and agricultural implements, the 
fall in employment was much more pronounced in the United States. In the 
primary iron and steel industry, employment increased in Canada compared 
with a decline in the United States, and in fabricated and structural steel there 
was a greater increase in Canada than in the United States. 


On the other hand, employment in non-durable goods increased in Canada 
in contrast to a decline in the United States. This pattern appeared in the manu- 
facture of meat products, beverages, tobacco, and in the petroleum refining 
industry. Employment in pulp and paper mills increased in both countries, but 
more rapidly in Canada. There were declines in employment in the manufacture 
of textile mill products in both countries, the decline in the United States being 
very much greater. 


Turning to longer term developments in the service sector in Canada, all 
sections of the service industry have become increasingly important as a source 
of job opportunities as demands for services have increased. In 1960, employ- 
ment in the service sector was 56 per cent higher than in 1949 and accounted for 
52 per cent of total employment. It should be noted that services include business 
(e. g., accountancy), community (e. g., teaching), personal (e. g., hairdressing), 
and government service, as well as trade, financial and similar services, and 
transportation, communication and storage. 


Accompanying this trend, there has been a greater participation by women 
in the labour market since the greater growth in the service sector has, in the 
main, provided job opportunities particularly suited to women. In 1949, the 
participation rate (that is, the proportion of any group who work or seek work) 
of women in the labour force was 24 per cent and in 1953 was still unchanged. 
By 1960, however, the rate had risen to 28 per cent, and the rise was most not- 
able for married women in the 25-64 age group. In the 45-64 age group, the 
female participation rate rose remarkably from 17 per cent to 28 per cent from 
1953 to 1960. By contrast, the participation rate for men in 1949 was 85 per cent 
while in 1960 the rate had fallen to 81 per cent. The decline in the male par- 
ticipation rate was concentrated among the very young and the very old, prob- 
ably reflecting in the first instance greater school attendance and in the second 
instance, earlier retirements. 


In 1960, the total number of men with jobs was 13 per cent higher than in 
1949 while total employment for women increased by 49 per cent. In more 
detail, there was a decline of 3 per cent in male employment in the goods- 
producing sector (including agriculture) and no change in the number of fe- 
males. On the other hand, employment in the service industries was 45 per cent 
higher for men and 76 per cent higher for women. 


The continuation of this trend is evident when averages for the year 1960 
are compared with those of 1959. The average number of persons with jobs in 
1960 rose by 100,000 or 1.7 per cent. The increase in employment in 1960 was 
entirely due to increased opportunities for work in the service sector. The 


* In Canada the index of manufacturing employment measures employment in establishments having 
fifteen or more employees. Estimates of employment in all manufacturing establishments in Canada, 
including those employing less than fifteen workers, suggest that, over the period, total employment in 
manufacturing may have increased. 


77 
TABLE 29 
THE CIVILIAN LABOUR FORCE 


ANNUAL AVERAGES 
(Thousands of Persons) 


— 1957 1958 MD sk cae 

SaPOMIRUEIAIIOUL LOLI. code ss sees cake chk es. oo eek: 6, 003 6,127 6, 228 6,403 

PRIMO ATEN, Ricsrta do Aisi. Bh netvnas Avi - voiced dove < 4,570 4,634 4,679 4,750 

UAT Se Qu se Cakes cottn, ae oy palin Sieh Cte eet a eigi 1,433 1,493 1,549 1, 653 

Non-Agricultural ia. SISOS Oe: SR evi tex §, 252 5,402 5,525 5,714 

nA TUL TTT DR ae a ea 8 bk SAE ina 751 725 703 689 

Unemployed dade sileds si dekwidlad Shh Mend Ove htt. tale 278 432 373 448 

SUI ONALE MID GWM cd ste Site caw on! oe ised can 5,725 5, 695 5,856 5,955 

In Non-Agricultural Industries............... 4,981 4,983 5, 163 5, 280 

Beate: WORE Reo oot os A oa eck ec ee 4,460 4,481 4,637 4,747 
Employers, own account workers and 

unpaid family workers............... 521 502 526 533 

i Wiges aise Css aie Ry ge tear ae eS 744 712 692 675 

Mula WARE EARN nis os 4 Moin is PS wees & 96 97 109 110 
Employers, own account workers and 

unpaid family workers............... 648 615 583 565 


service sector provided an additional 157,000 jobs in 1960 which more than 
offset a decline in goods-producing employment of 57,000 persons. 


In the goods-producing sector in 1960, employment declined in agriculture, 
manufacturing, construction and public utilities, these reductions being only 
partially offset by small gains in the numbers employed in forestry, fishing and 
mining. It should be noted that even though employment declined in agriculture, 
manufacturing and public utilities, output increased. In the service sector, all 
groups except transportation, communication and storage added to the number 
of their employees. The greatest increase occurred in the sections of the service 
industry comprising business, community, personal and government services, 
where employment rose by 115,000 persons or 8.5 per cent. 


Although employment in 1960 increased by 100,000, there was an even 
larger increase in the labour force. The increase was 175,000 or 2.8 per cent. 
This compares with increases of 1.6 per cent in 1959 and of 2.1 per cent in 1958. 
This more rapid increase in the labour force in 1960 was largely a matter of an in- 
crease in the participation rate of women. In 1960, it is estimated that the number 
of women in the labour market rose by 6.7 per cent while the increase in the 
number of men was only 1.5 per cent. In earlier years of the decade, immigration 
had been an important element in the growth of the labour force. In 1960, net 
immigration fell to about 30,000 persons, compared with an annual average 
of just over 100,000 for the decade. 


The larger growth in the labour force as compared with the growth in 
employment was reflected in an increase in unemployment. For 1960 as a whole, 
an average of 448,000 persons were out of work, as compared with 373,000 in 
1959 and 432,000 in 1958. Considering the sexes separately, there were 388,000 
men without work in 1960 compared with 326,000 in 1959. At the same time, there 
were some 60,000 women unemployed as compared with 47,000 in the preceding 
year. The total unemployment ratio rose to an average of 7.0 per cent in 1960 
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compared with 6.0 per cent in 1959 and 7.1 per cent in 1958. The unemployment 
ratio for men rose from 7.0 per cent in 1959 to 8.2 per cent in 1960, while that 
for women rose to 3.6 per cent as compared with 3.0 per cent in the previous year. 


A survey of registered applicants for employment with the National 
Employment Service carried out for the Senate Committee on Manpower and 
Employment revealed some significant characteristics of this group. It showed 
that there was a concentration of men seeking work in manufacturing and 
construction activity. The majority of women on the other hand sought employ- 
ment in offices, stores and restaurants, though a sizeable number of women re- 
gistered for jobs had been employed in manufacturing. The survey further 
revealed that 40 per cent of the total number of persons registered for employ- 
ment possessed no specialized training or qualifications. That is to say, a 
substantial proportion of Canada’s unemployed at the present time are unskilled 
or only semi-skilled. Employment opportunities for such people are necessarily 
limited in an economy increasingly calling for skilled workers. In this connection, 
it is apparent that in the decade of the 1950’s Canada relied to a considerable 
degree on immigrants to meet her growing needs for skilled manpower. Over the 
period 1953-1959, net immigration accounted for 110,000 craft and technical 
workers. By comparison, the number of graduates from publicly-operated high 
school and post-high school technical courses in Canada accounted for only 
21,000 technical workers. Of course, in addition to those graduates from 
Canadian technical schools, a considerable amount of technical training was 
received ‘‘on the job’. 


The same survey also pointed to the special problems of the 14 to 19 year- 
olds in the labour market. Such young people represented about 10 per cent of 
the total numbers registered for employment. Although the participation rate 
in the labour force for this group has declined during the past ten years, the 
ratio of unemployment of this group has been double the ratio for all age groups. 
For example, the participation rate for young people of both sexes between 
the ages of 14 and 19 fell from 47 per cent in 1949 to 38 per cent in 1960 while 
the unemployment ratio rose from 5.9 per cent in 1949 to 13.0 per cent in 1960. 
The unemployment ratio in 1960 was 16.3 per cent for males and 8.6 per cent 
for females. 


It is apparent that the lack of adequate education or training among the 
unemployed in this lower age group provides an explanation of their difficulty 
in obtaining employment. Only 18.5 per cent of the total had completed high 
school or better, 47.2 per cent had had some high school education while as 
many as 34.3 per cent had finished only their primary school education, or 
even less. Similarly, only 11.5 per cent of the group were fully trained or qualified 
occupationally, 33.7 per cent were partially trained or qualified while 54.8 
per cent had no technical training or qualifications whatsoever. Both academi- 
re and technically the girls in the group had higher educational levels than 
the boys. 


Total labour income in 1960 increased by 4.2 per cent, compared with an 
increase of 7.5 per cent in 1959. Higher rates of pay and higher average levels 
of employment in 1960 contributed to the rise in total payments for salaries 
and wages. The number of paid workers in 1960 was 2.3 per cent higher than 
in 1959. The comparable increase in 1959 was 3.7 per cent. In manufacturing, 
average hourly earnings rose by 3.5 per cent, about the same as in 1959, while 
the average number of hours worked per week declined by nearly one per cent 
as compared with a rise of slightly more than one per cent in 1959. Per capita 
annual earnings in 1960 showed an increase of $70.00 or 1.9 per cent, compared 
with an increase of $133.00 or 3.7 per cent in 1959. After allowing for a small 
increase in the cost of living in 1960, there was a slight gain in real earnings 
per capita. 
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All regions and all major industrial groups, except mining and construction, 
shared in the increase in total salary and wage payments. In the service 
sector, in line with improved employment opportunities, the growth in labour 
income as a whole was greater than in the goods-producing industries. Wages 
and salaries paid out in trade, transportation, storage and communication, 
government, finance and related groups rose by 5.7 per cent in 1960 compared 
with a gain of 8.1 per cent in 1959, and accounted for about three-quarters of 
the increase in total wage and salary payments. Earnings in the goods-producing 
industries rose by 1.9 per cent compared with 6.5 per cent in the previous 
year. Wages and salaries in the primary industries rose by 3.8 per cent, in 
manufacturing by 1.9 per cent and in public utilities by 3.4 per cent. Total 
wages and salaries in construction were at the same level as in 1959. 


PRICE TRENDS 


Prices of goods and services produced in Canada rose in the aggregate 
about 13 per cent in 1960, compared with 1959. This was the smallest year-to-year 
Increase in prices since 1955 and compares with an average annual price rise of 
nearly 23 per cent from the years 1954 to 1960. The increase, 1959 to 1960, was 
mild for consumer goods and for exports and imports. The gains were somewhat 
larger for services, capital goods and government expenditure. 


The following table shows changes in price for the components of Gross 
National Expenditure: 
TABLE 30 


PERCENTAGE PRICE CHANGES 


—- 1959/1958 | 1960/1959 


OE TSMR Saban ite he aC ee oe en a ee eee +1.3 +1.2 
‘Sierra, Se ep lige, eet (ann soon, ener elertne teenie Biel et tty Ty eI Sop +0.6 +0.6 
Wonsdirablen. Si . ee. ae OO BA ee. CG, See +0.3 +0.8 

DPD bed oh ce Maleee sala ioe os Ss. 8 aR G BAK NTE yen Ae +1.7 —0.4 

LCT leet cee eae it ny ae, AUR pay se eae ae te RS Lh ee oe +2.8 +2.8 
Peer AONE FELDEN UICUTE Ee Mek. neti Se kiciscc se See Teo eked wa OLED Og 2 +3.0 +3.5 
Baniness eros fixed capital formation) s.nue sje eee ase ie- pb wenly eee darters +2.9 +2.2 
Basar tho! LOOMS ANG GELUICEN: stok. Coe <lctaee aim che Mom ets soda ard stele ath IMs are prema +1.8 +0.7 
Wanerts.ot. C000. And- BCEVACOR seven dneaode emer smarter ee TIS —0.2 +1.7 
Elo See Fa Ob 0 a ee Se nee Te ies Sere ir oe +2.4 +1.7 


1 Price indexes of these sectors are measured mainly by elements entering into costs (materials and 
labour purchased) rather than final selling prices, and generally it has not been possible to allow for changes 
in productivity. Over short periods of time, these cost indexes are not likely to vary to any extent from 
indexes of actual selling prices. Over longer periods, it may be that these cost deflators overstate price 
increases. 


The consumer price index for 1960 averaged 128.0 compared with 126.5 in 
1959, an increase of 1.2 per cent. The increase in consumer prices in 1960 compares 
with increases of 1.1 per cent in 1959 and 2.6 per cent in 1958. 


The consumer price index fell in the first quarter of 1960 from 127.5 in 
January to 126.9 in March. In April the index came back to the January level 
where it remained, with minor fluctuations, until August when it rose to 127.9. 
Thereafter, successive monthly increases associated mainly with seasonal move- 
ments in food prices raised the index to 129.6 for November and December. 


The moderate increase in the consumer price index for 1960 was mainly due 
to an increase in the services component. The index for total services rose 2.2 
per cent while the index for total goods increased less than one per cent. An 
important element in the rise in the service index was a 2.5 per cent increase in 
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health care and a 1.9 per cent increase in shelter costs. Prices of durable goods 
declined slightly, and all other components of the commodities index showed 
only minor increases. 


In recent years, consumer prices in Canada have risen less than in most 
industrialized countries of the world. 


TABLE 31 
COST OF LIVING 1960 


— 1953=100 
I UZeT LAN eee tee eats aie eterc leis SIR he oteleeeintota oh dee eee sere c creme a tramaTeneta anerctetate «ciate ere teeta ner ake 108 
1a7Shalititk—l bib. c.)eal oe) ie uP me imc an aeanesG Gd So BOe Soon Onde clo Oo ao ob ORo onion GOonoracrlc aim cc 110 
CSB occas widcic cup crane) Sheen atoiae Vaio SDL RTS AE En cis itt ese he Bie Shea syaichapchine: tareicssisint slat a veraiets 111 
MONITOR A bALES ee sear ce i tcicne cis ng eee lata ot cictinana a ere, etestrete (eieiotn ereaee frets Mirch steers eiateme rnc ierers eee 111 
GOTTEN he chee wierd Sis: shupeo o1sereerevovore tre veces esttekoreieyeye retrieve cacetetoga’ hel ope otayaxel Ce teie esstalel tel che cies Pur aetRReNoE 114 
DADA eta wtcrase ove Wisaia biscesate 6.0) eke avers wake stare ckeveleceasiereisiona'« alee Wieae\Ole aediet scot eet apne eam areye a toletet eters ate 114 
TERR hac Oana a oe Sete eGR oe eR G RU Ae DAE R Ta oIOR t RIG EN ete Dae Ne Ma dete Cia teres 115 
Austria s : gen esicg faze cize cache waa etmatdeiwe ake Choa wa > SR EN ale rere + Waterers curacalelats afaatera wie s araneRners 117 
WSUIB GELS Sie nae Me raccrakia sew: ao kueireterersnibe Wally celebs catlets ees Tae Sis a Ni AIRY © wich WET @ Che er at Chane eke ech sees e niet 120 
Wiited Mane dom. 28 aerate es chars wile tease b eV tects sare artes ae aletn ers attacara lave le) ofetorete lei alatetes let eres 121 
Nethevlandsicays Gath «cthsoe. Gal clecc sd Gas bene eab Eat Stee Mee a pioa« Eeeige clog shoe ie rare eee 121 
INGOT WEY. Boveinie w.o1s ov Ue lovato sw eveleeiouner Syst alchexeue ce nnatate carers tes oie hevegaue yeh odes s ioe ese cy Paouerssparete mint toa arate cosines aie 121 
WO GMT AP hac eevee et erete aioe soar cere actin, treater teltaie calcralt a elctage ot etek sia sotetenereteters mretemrerciars 122 
IN OWes Cie LANL rete orcs teen a are ereieus oar nae a toners alataedle ict overcte steie erhcra nr omara onecere rereroieie pis comeysestevereteeaenerereye 124 
Sweden: 20). £0 UR I, EUS Haha Sa Rete banal ee EA to celts, Sata ara ererec tervals ree 124 
MTCC as 5. Sere Pts cece Rie aac ie outs Se Si coe. cw crate letecere Siew! e'se wlan: ae se lain) svaverarar ae Gatwsa etevella is gnats BURNER a ereeen anaes 134 


Source: UN Monthly Bulletin of Statistics, March 1961. 


In Canada, most of the increase in consumer prices which occurred since the 
war took place in the early post-war period when removal of wartime controls 
and subsidies and the special situation of the Korean war caused prices to rise 
rapidly. Since that time, the period of the most rapid increases occurred about the 
time of the inflationary resource boom of the mid 1950’s. 


TABLE 32 
PERCENTAGE CHANGES IN CONSUMER PRICES 


. Total 
ercentage 
PrRtopD Change over 
the Period 
14 G10 4 Be RE Se alone eis Gree ree ns : RES HR Es te PE See +25.1 
OED OT aL Stee eee ee Oe rent. Gate Dh: UTR. POPS MEENA, RTA. URE + 6.1 
LOBOS LOS 25 5 saree ceares sis euen vee ASS Ceres ore ee ect EE ore acre ce aan +13.2 
L952 D054 cc ceate ae ee trite cts nS eee ata —0.3 
19541056: <A tacees Bern erte sesame eee po ee +2.5 
1956—1958.... +5.9 
T958—L9G02s% dette MS OE ANAS SE OS Ot Fate TOE Oe dA Pea +2.3 


The trend of consumer prices in 1960 with its greater increases for services 
than for commodities is typical of developments over the past ten years. The 
recently revised consumer price index, which provides additional information on 
the various classifications, shows that between 1949 and 1960 the cost of living 
increased by 28 per cent. The index for commodities, however, was up only 19 
per cent with most component groups showing about the same rate of increase. 
The index for services, on the other hand, showed an increase of 53 per cent. 
oe shelter, the cost of other services rose by 59 per cent over the ten-year 
period. 
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The changes in prices over the last decade can be seen in the following table. 


TABLE 33 


PERCENTAGE CHANGES IN CONSUMER PRICES 
te SSE EE ee ee eee ees ee ee ee ee ee 


‘dk 1960 
1949 
So ee ee ee eee ee eee ee 

ME CANNOT 6 dik cnc acrie sehcns o0x dear sa piel ocean +28.4 
a Rca Bns 65 ocd ost > choir aad ie Coseninuohions eke teietan Laat tee +19.4 
Cxmmemcnibnen Siting I6bd. ..... .. cvs. «4 «<0 aver deve as caceneaed desde ttek. +17.7 
bret it's vent as cx nedsn eis sc hacen activa th oiadina: octet eee +22.6 
MORNE OOURT ree rrr sis oft hear Sect iss cla ah ee ee eee +18.2 
EPoree DOL OR CIDINGHb. <tc Avs couch ass coed ere ee eee Eee +16.0 
PURHEPOLUBbION. GOUIRMENG, vas. ccs Pole lovee ck os yueee se ce Ce eeee eee eee +25.2 
RerareR OCR OOOCES Ah ak CNet e eae, Sette Seed sea coe Gh ae ee ee +19.5 
Wonlerable goods excluding food -.j.c0 207 swore ode eee an +17.6 
“DEC Ey Se (ee 7. Cee CORO ME EO Cee gS ee +6.0 
onernen-dnrable’ poodss} sss. 2s ee ene De +20.9 
REM NERAS EL oR Tee Goi ers am. s ofa eerie x oie 8 nee BOC SET Ce eee +53.4 
merviees excluding Shelters sc. ices cele oacueas ceucde eps be ae sae ren aan eee +59.4 


Although services represent only about one-quarter of total consumer 
spending, the much more rapid increase in service prices has accounted for nearly 
one-half of the total rise in consumer prices since 1949. 


Since 1949, the greatest increases in Canadian prices have taken place in 
services and in capital outlays. The increase in service costs is due in part to the 
increasing demand for services and in part to the difficulties involved in raising 
technological productivity in many service industries. The increase in the prices 
of capital goods has also reflected conditions of strong demand. To a lesser 
degree, as has been noted, the price statistics probably overstate the extent of 
price increase for capital goods. 


By contrast, there have been lesser increases in wholesale prices since 1949, 
and an actual decline in the total index from the peak in 1951. In contrast to 
retail prices, the wholesale price index is influenced much more by the movements 
in world commodity prices and much less by elements of service. Movements 
in wholesale prices over the past decade have reflected the greater availability 
of raw materials and industrial commodities. The general index of whole- 
sale prices has been unchanged since the beginning of 1959. 


TABLE 34 
INDEXES OF SELECTED WHOLESALE PRICES 
1949=100 
— 1949 1951 1959 1960 
Raw and partly manufactured goods.........-+-++e+eeeeeeeee 100.0 120.7 107.0 106.2 
Fully and chiefly manufactured goods.........-++-+++++0+500: 100.0 121.7 121.3 121.5 


100.0 135.8 110.2 110.3 
100.0 125.4 140.0 141.2 
Total index of General Wholesale Prices............ 100.0 121.1 116.3 116.3 
a a 
Nore: Indexes have been mechanically converted from a 1935-1939 base. 
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CANADIAN WHOLESALE AND CONSUMER PRICE INDEXES 


1949 = 100 
INDEX INDEX 
ee + —_ - =< 130 
eh Ls 
125- ee 125 
CONSUMER PRICE Bron 
120 al INDEX a 120 
115 Peis. ye is 
i zp 
110 + Fa | 110 
Pd GENERAL WHOLESAL 
ae B INDEX = 105 
100 sx" 100 
95 95 
90 f } | 90 


J J J J J J J J J J J J J 
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 
MECHANICALLY CONVERTED TO COMMON BASE 


BALANCE OF INTERNATIONAL PAYMENTS 


Canada’s international trade in 1960 reflected the divergent trends in 
economic activity in North America and other parts of the world. The industrial 
countries outside North America enjoyed a vigorous rate of economic growth 
in 1960 and Canadian exports to the United Kingdom, western Europe, Japan 
and some other overseas countries increased sharply. Exports to the United 
States declined. 


Total Canadian merchandise exports rose by nearly 5 per cent in 1960. 
On the other hand, merchandise imports declined fractionally compared with 
an increase of about 10 per cent in the preceding year. Consequently, the trade 


IMPORTS AND EXPORTS OF MERCHANDISE 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
6 


1949 1950 195] 1952 1953 1954 1955 1956 1957 1958 1959 1960 
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deficit in 1960 of $148 million was scarcely one-third as large as the $423 mil- 
lion deficit incurred in 1959. This improvement in the balance arising from com- 
modity trade was more than sufficient to offset a further increase in the deficit 
on non-merchandise transactions which rose from $1,071 million in 1959 to 
$1,122 million in 1960. As a result, the total current account deficit declined 


from $1,494 million in 1959 to $1,270 million in 1960, a decline of $224 million, 
or 15 per cent. 


The value of merchandise exports in 1960 amounted to $5,400 million as 
compared with $5,149 million in the previous year. Increases in commodity 
exports occurred in most of the major categories, with agricultural products 
constituting the principal exception. In agriculture, declines were fairly general. 
The most significant gains occurred in exports of copper, aluminum, newsprint, 
nickel, lumber and chemicals. Considerable increases also took place in exports 
of asbestos, crude petroleum, rolling mill products, non-farm machinery, wood- 
pulp, oil seeds and zinc. There were sizeable declines in exports of uranium, farm 
implements, wheat and other grains and in fishery products. 


TABLE 35 
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT 


Sets 1957 1958 1959 1960 


(Millions of dollars) 
CuRRENT REcEIPTS— 


Merchandise exports (adjusted)! ................. 4,894 4,887 5,149 5,400 
Ol AVAUABIO TON OxXpOrtss wos cs. chowem eee eke SERS 147 160 148 161 
PTV GR MOMCPILNIOS oP R wc 6:5 ote ollatiats cinionin EE 363 349 391 417 
PHLOROSE ANG TUNG ONGS ee ok, 2% bo Se lete. tie wile oh She 154 168 183 175 
Bonet AIO HUIPPIOW 5. kine es os xcssckd eating mecget 445 401 420 415 
Inheritances and immigrants’ funds.............. 124 97 109 102 
ENEr CUYPERTATCCCIDES. Pesce « --.c. scl devo waeso at i 388 375 385 389 
Total Current Receipts................ 6,515 6,437 6,785 7,059 

CURRENT PAYMENTS— 
Merchandise imports (adjusted).................. 5,488 5, 066 5,b02 5, 548 
PREAGE! GIPOUCIITCS. dh Ashe xe os -< oeep erode oaewedas 525 542 598 632 
PHterest ANU atWIGeNdS hi. oe. cic aek Se oede cc eneaas 589 612 657 655 
Pee GA POIPPINT... d.dlac. «sack Merrddeeieceaes 515 460 525 526 
Inheritances and emigrants’ funds................ 157 145 164 181 
SPELT CUETO DAV IDCHLS, ccc. oy.+ 4< <tt> dagen o's.d xa & 696 743 763 787 
Total Current Payments............... 7,970 7,568 8,279 8,329 
Balance on Merchandise Trade... .... 22. shewelesccee gee —594 —179 —423 —148 
Balance on other Transactions. ........0.000.0.0e000- —861 —952 —1,071 —1,122 
Current Account Balance..............260 scence eee —1,455 —1,131 —1,494 —1,270 


1 Aid to NATO countries under Defense Appropriation Act has been excluded. 


Estimatep GreocrapuicaL DisTrinuTion or THE Ner BaLaNce oN CurRENT ACCOUNT 


1959 | Prelim. 


egy 1957 | 1958 


Between Canada and— 


Wierd SRE. cic sc du ue be oleh eine b aye wee eh 4 mee —1,579 —1,176 —1, 241 —1,377 
RInGGAH WIDHODID bcc deg ce oo ws lp eel eager axe imme +118 +104 +16 an 
Rest of the Sterling Area&..........-eceenrccvcees +4 +69 +2 ee 
hthar OOM Coantring. .o.cccannsecnsnccnceane™ - +67 +41 —110 =19 


Pihor Conmtiriess. :. os<5 5 Ohh ak. doe eto asses —65 —169 —161 —77 


AY COUnMtries. |. ee cece wen renee —1,455 —1,131 —1,494 —1,270 
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Turning to consider a rather longer period of recent history, it is clear that 
considerable changes in Canada’s export trade have occurred over the last seven 
years. Since 1953, exports from Canada’s resource industries have increased 
substantially and the capacity of these industries to meet the growing world 
demand has greatly expanded. The expansion of exports of the other fabricated 
products industries was on a somewhat smaller scale, though the expansion in 
chemical exports was impressive. Exports of farm products were unusually high 
during the period 1951-53. Since then they have been somewhat lower (but 
higher than in the immediate postwar period). The value of total domestic 
exports rose by 28 per cent during this period. Considerable diversification in 
export trade has taken place and is illustrated by the rising importance of a 
number of export commodities. The table which follows shows the changes 
among the important commodities. 

TABLE 36 
EXPORTS OF SELECTED ITEMS 
1953 and 1960 


Actual 
Change in % 
—. 1953 1960 $ millions 1960 
1960 1953 
1953 
(Millions of dollars) 

Farm Products—Total............. 0... cece eee eee 1,135.7 880.7 —255.0 —22.5 
Wik eaitinc ks fate Pe erate te. eb Paccorese ck aa oes: 567.9 410.5 —157.4 —27.7 
Wihiea t: Oumttecscas ace oie cers pe eee rare ome 102.2 62.2 —40.0 —39.1 
BAT LO ARIAS faseeaiies ices ERs oaks tw eee heres 136 as, 51.4 —85.3 —62.4 
COST TS aee See. c.count, peat Soars ST ie dase 1 60.4 5.8 —54.6 —90.4 
OUISGEdis ech ester eee ie ee oe RTE eee 15.0 68.3 +53.3 +355.3 
Animal PrOdUCtS. ssaae-calebeere « aasnse poeta «tee ears Tova 182.5 +45.4 +33.1 
(Chelate obese. Sees 5 oo READ, cunvc em See cite ewe, Bi 116.4 100.0 —16.4 —14.1 

Fishery Products—Total...............0... 00000 e eee 113.8 137.4 +23.6 +20.7 

Forest Products—Total..................0 0.0.00 ee eee 1,292.2 1,579.6 +287.4 +22.2 
TEADR all ee) ge Paes a8, Me Perens ome" SIAR ae le, SR ee 283.2 346.3 +63.1 +22.3 
A O00 (pulp Wag §S5.404 cease es nck REE eee es 248.7 325.1 +76.4 +30.7 
EN GW SION Ge ares os cate cra co Re cree ho, 619.0 757.9 +138.9 +22.4 
GO) PHT. hrs Rh cto ait ee I ce ee Mee ceeds Mak 141.3 15053 +9.0 +6.4 

Primary and Semi-Processed Metals and Minerals 

coal N15.) leicht PRA SD herent UCP aRR RY Odes a RA Fon Ma 1 905.7 1,825.1 +919.4 +101.5 
Tron OPCs brads Bee opus Veto ge edre ons ob ub an eat 30.8 T5ORD: +124.7 +404.9 
Primary and semi-finished steel.................. 70.4 156.8 +86.4 _+122.7 
PA Maram Win Pee ee o<.cees c,h Rime eee eee ee eae 177.9 269.4 +91.5 +51.4 
SO ODIVO Lots seca hea Goa een wil onl MRSS ats ome 124.7 223.9 +99.2 +79.6 
INGChie) chic Saati gs ete eee eee ae 162.5 258.3 +95.8 +59.0 
IDE CR CL ae MOAI ROE EEE NIE oc. <n a RE ivenvé Gdiat +6.0 +10.4 
Asbestos it BIRR Berets nit 5. oe ee es race en 84.6 AN +36.5 +43.1 
Uranium ores and concentrates................05- n.a. 263.5 indeterminate 
Grude petroledina sac. see eee ee ee Ga2s 94.5 +88.3 +1,424,2 
Natural gasic isica tae ae eh ees el eee 18.1 +18.1 inde- 

terminate 
Oc) Mee RAMEE Sn nS wor chon doce meneeten 190.9 200.3 +9.4 +4.9 

Chemicals—Total..<.0.... .2 ones ee ee 137.9 237.8 +99.9 +72.4 

Other Manufactured and Miscellaneous Goods— 

LOCA ee eco. tree rs 532.2 605.8 +73.6 -+13.8 
Whiskey, spirits SN) DEG a. ane ee eee 66.2 83.7 +17.5 +26.4 
Hapmenarehineny sano. partsi lasses see seen een 74.3 85.4 +11.1 +14.9 
Othemmachinery and partse.s.. seen ae ee Sie 67.1 +29.8 +79.9 
srucks end raubonio bil Osea: ae een 58.4 28.1 —30.3 —51.9 
Truck and auvoOmobile partes sence eee eee bivfadd) 23.8 +6.8 +40.0 
Hlectrical apparduuss pi castes accent eee Sieit 47.3 +9.6 +25.5 
OG WET cB oleate oohcts neo een in ne eee 241.3 270.4 +29.1 +12.1 

Total Domestic Exports.................... 4,117.5 5,266.4 +1,148.9 +27.9 


n.a.=not available. 
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The value of merchandise imports in 1960 was $5,548 million, fractionally 
below the $5,572 million value in 1959. This is in sharp contrast with the strong 
growth in imports which has been characteristic of the past decade as a whole. 
The relative stability in total merchandise imports between 1959 and 1960 also 
contrasts with the increase in the Gross National Product; the ratio of imports 
of goods to G.N.P. was among the lowest in the postwar period. In general, 
increases and decreases in all categories of imports were small. The largest 
declines occurred in imports of petroleum products, machinery and rolling-mill 
products. The greatest increases took place in aircraft and automobile and parts. 


As indicated above, there were some significant changes in Canada’s pat- 
tern of trade in 1960. Exports to the United States declined by $150 million, 
nearly 5 per cent, while sales to all other countries grew by $401 million, or 20 
per cent. On the other hand, imports were slightly lower, both from the United 
States and from all other countries taken as a group. 


Canada’s trade with countries other than the United States also displayed 
a changing pattern. Sales to the United Kingdom rose by $143 million while 
imports from that country were $9 million lower. Exports to other Common- 
wealth countries grew by $53 million, and imports by $20 million. 


A major increase occurred in exports to western Europe where shipments 
increased by $144 million, or by one-third. Exports to “All Other Countries’ 
rose by $57 million of which $38 million was to Japan. Imports from ‘All Other 
Countries” declined by $41 million. 


TABLE 37 
PERCENTAGE CHANGE IN MERCHANDISE TRADE 
1960/1959 
wa Exports Imports 
Between Canada and— 

RSA Sil abt ee EGAN ik REE. < Shasty: Hink'a Bae piamcdage arts Sori ae —4.7 —0.2 
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OU) STA Oe cc ch go Ri Sak ao GIRDER A rs ME Ce RE LIA rc +12.9 —6.8 
ATT COUUIGTION tres « «fete ete s one PMs ois Manes: Sagures ate +4.9 —0.4 


As a result of these developments, there was an increase in the trade deficit 
with the United States, an increase in the trade surplus with the Commonwealth, 
including the United Kingdom, and the re-emergence of a substantial trade 
surplus with all other countries. 


The proportion of total Canadian exports going to the United States declined 
in 1960 while all other areas increased their share. The proportions of total 
imports coming from the United States and the United Kingdom were almost 
unchanged from 1959. The rest of the sterling area and other O.E.E.C. countries 
increased their share of the Canadian market while the share of “All Other Coun- 
tries” declined. 


As mentioned earlier, the deficit on non-merchandise transactions totalled 
$1,122 million in 1960. This was an increase of $51 million, or 4.8 per cent, and 
was the smallest relative increase recorded since 1952. Over the last eight years, 
the average annual increase has been about 20 per cent. 
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TABLE 38 
MERCHANDISE TRADE: PERCENTAGE DISTRIBUTION 


Exports Imports 

* 1959 1960 1959 1960 

lusikted! States. yews eae ease. nen Be BEE 61.9 56.3 66.9 67.0 ° 
Winited! Kanedoms: sist obit ates Sethi otk ee 15:2 17.1 EL al 11.0 
Restcot the Sterling Area aes. casiesie = soksie dines cieuee. + 5.6 6.3 4.7 ivi 
Other OC? Countries sa: ihe dicichioe lar ots cetera stares 8.7 eal 6.5 6.8 
AMOther Countries o.oo kicte Mitte tet wei & cleans thrats 8.6 9.2 10.8 10.1 
POO Gal bastcret colon cee eee te ee TR aes (aoc 100.0 100.0 100.0 100.0 


All major components of the non-merchandise account, except gold pro- 
duction available for export, shared in the growth of the deficit on non-merchan- 
dise trade. Larger deficits occurred in freight and shipping services and migrants’ 
funds and inheritances resulting from a decline in receipts combined with an 
increase in payments on such accounts. There was a greater growth in payments 
than in receipts for foreign travel and in the ‘‘miscellaneous’’ account (which 
includes payments for a variety of business services). There was also a greater 
reduction in receipts than in payments on income account arising out of the 
remittance of interest and dividends. All of these changes contributed to the 
further growth in the deficit on non-merchandise trade. 


BALANCE ON NON-MERCHANDISE TRANSACTIONS 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


1400 NET PAYMENTS ON NON-MERCHANDISE TRANSACTIONS 1400 
1200 1200 
ALL OTHER CURRENT TRANSACTIONS 
1000 1000 
800 800 
22) wrerest AND DIVIDENDS 
600 24 600 
400 400 
TRAVEL EXPENDITURES 
200 200 


“4 
Reseed INHERITANCES AND MIGRANTS FUNDS, 
Pag FREIGHT AND SHIPPING 


GOLD PRODUCTION 
AVAILABLE FOR EXPORT 


NET RECEIPTS ON NON-MERCHANDISE TRANSACTIONS 


1952 1953 1954 1955 1956 {957 1958 1959 1960 


Examining the non-merchandise items in more detail, the deficit on income 
account in 1960 amounted to $480 million, or 43 per cent of the total deficit 
on non-merchandise transactions. Interest receipts from abroad rose, but dividend 
receipts declined. Payments of interest abroad were higher due mainly to size- 
able net sales of provincial, municipal and corporate bonds in the United States 


A Wetees the first half of 1960. On the other hand, dividend payments abroad 
eclined. 
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__ Phe deficit arising from government transactions other than official con- 
tributions rose by a substantial amount. This was the result of a decline in 
external receipts, due partly to a lower level of United States government defence 
expenditures in Canada, and to an increase in external payments, mainly attribut- 
able to larger Canadian defence expenditures abroad. Official contributions 
declined, due mainly to the absence in 1960 of relief wheat shipments to countries 
in South-East Asia which were sizeable in the two previous years. 


Canada’s international balance of payments includes very substantial 
capital transfers of many kinds and moving in both directions. Net capital 
transfers, including changes in private and official holdings of foreign exchange, 
are necessarily equal to the balance on current account. In recent years, the net 
capital movement has been strongly inward. Such balance has been achieved 
in recent years with relatively little change in official holdings of foreign exchange, 
largely through the fluctuations in the exchange value of the Canadian dollar 


in response to changes in the supply of and demand for currencies entering into 
Canada’s external transactions. 


__ The large net inflows of capital from abroad have been associated with the 
high rate of capital investment in Canada and reflect the favourable investment 
opportunities in this country, certain relative tax advantages, as well as com- 
parative interest rates prevailing in Canada and abroad. 


During the past five years, these inflows have varied between $1.1 billion 
and $1.5 billion annually. Although there have at times been large inflows of 
short-term capital, the major inflow has been of a long-term nature. Some of 
the long-term capital represents portfolio investment by foreigners, in the form 
of stocks and bonds and presumably reflects favourable rates of return, current 
and prospective, on this type of investment. The other important form of long- 
term capital inflow has been represented by direct investment in foreign-con- 
trolled enterprises. Direct investment may take the form of the establishment 
of new enterprises and part of the new plant facilities may be imported from 
abroad. Alternatively, it may be in the form of the acquisition of existing 
Canadian enterprises, thus freeing the financial resources of the previous owners. 
In many instances, direct investments are undertaken to provide commodities 
for general export or for the direct use of the non-resident parent company and 
thus lead to increased exports in subsequent years. In other cases, they are 
designed to exploit the domestic Canadian market and thus displace imports. 


Such cases are strikingly illustrated in the example of petroleum, natural 
gas and mineral production where a large share of foreign direct investment has 
been placed. Exports of crude petroleum and iron-ore have increased dramatic- 
ally since 1953. Imports of petroleum products have declined over this period 
while the growth of iron-ore imports has not been as large as the growth in 
Canadian consumption. Other mining products developed by external capital 
such as copper, nickel, aluminum and asbestos have also registered sharp in- 
creases in exports. 


Portfolio investment from abroad is of a financial nature and is not con- 
nected directly with any compensating inflows of goods and services. Most 
short-term capital movements are also of a financial nature. The normal method 
by which the net inflow of financial capital is translated into a real movement oi 
goods and services is through the operation of the exchange rate. Movements 
in the exchange rate may, under certain circumstances, induce changes in the 
flows of capital. Considered by themselves, however, inflows of financial capital 
tend to raise or maintain the exchange value of the Canadian currency. The 
high level of the Canadian dollar tends, in turn, to reduce the export and to 
increase the import of goods and services by an amount equivalent to the net 
inflow of capital. 
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Inflows of direct investment funds, on the other hand, sometimes take the 
form of the direct provision of goods and services. For example, a direct foreign 
investment in a mining property may involve the importation of machinery and 
technical services. To the extent that this occurs, the additional imports match- 
ing the capital imports come in without involving the exchange market or the 
exchange rate. But more frequently, the inflow of direct investment is not directly 
tied to the importation of goods and services, and the importation of a cor- 
responding amount of goods and services takes place indirectly, as in the case 
of the inflow of other financial capital, through the mechanism of the exchange 
rate. 


The net inflow of long-term capital, in the form of direct investment, 
portfolio stocks and bonds and official loans and other long-term investments, 
amounted to about $875 million in 1960, compared with $1,088 million in 1959. 


Within the total of long-term capital, there was a change in composition in 
1960. For the first time since 1956, when Canadian provincial, municipal and 
corporate new security issues sold abroad reached very large proportions, direct 
investment re-emerged as the principal source of long-term capital inflows. 
Net inflows for direct investment showed a substantial increase while net in- 
flows from security transactions were less than one-third the average inflow for 
the preceding four years. Consequently, direct investment in 1960 accounted 
for about 69 per cent of the total long-term movement compared with 43 per 
cent in 1959 and about 37 per cent in the preceding three years. 


About 85 per cent of the net long-term capital inflow during 1960 came from 
the United States compared with 79 per cent in 1959. The United Kingdom’s 
share fell from 9 per cent to 7 per cent; withdrawals of portfolio capital more 


TABLE 39 
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS 


ieaes Prelim. 
1957 | 1958 | 1959 | 1960 


(Millions of dollars) 


Directunyvesumenv ini @ anacdeveacs nde see tee +514 +420 +550 +690 
Direchinvesument Abroad. aek wasiae neeneee ne —68 —48 —80 "  —85 
Canadian securities— 
Trade in outstanding bonds and debentures....... aot tiem [a nearer, oe +91 +7 
Trade in outstanding common and _ preference 
SUOCKS ys.) trentothee tats Pikv..ctatee ae tse te... ation +137 +88 +110 +48 
Wew 188GGes gs aed beter acho by »a-tuy boyaueee +798 +677 +707 +397 
INGUIVEINENUS san aan te tacns Meee ee eee ee —133 —158 — 258 —225 
Horeion Securities conse iraiatie Heo Rt naan +6 +3 —33 —9 
Loans by Gov’t of Canada—Drawings...............|..eceseeseee —34 Pay? ie CR See ae 
Riepayinents seas e a +50 +64 +34 +32 
Subscriptions to IMF, IFC and IBRD in gold and US 
LOMAS ose stratet cae tere cats atop eet ere ee | Te ee | Ee ae —59 —3 
Change in Canadian dollar holdings of foreigners...... —35 +106 +13 +115 


Change in official holdings of gold and foreign exchange 
(increase, —) 


Other/capital moveltcnts eee teeta ieee +126 +122 +350 +264 


Net capital movement.........................0... +1,455 +1,131 +1,494 +1,270 


89 


than offset an increase in direct investment inflows. The share originating in 
other overseas countries also fell, from 12 per cent to 8 per cent, with direct 
investment being higher and inflows from security transactions lower. 


The movement of foreign capital into Canada for direct investment in 
foreign-controlled enterprises during 1960 totalled $690 million, $140 million 
higher than in 1959 and $100 million above the largest figure recorded previously. 
The petroleum and natural gas industry attracted the largest part of the net 
inflow for direct investment, probably more than one-third. Direct investment 
in mining concerns, especially iron-ore projects and ancillary facilities, showed 
an even greater growth, and also accounted for nearly one-third of total direct 
investment inflows. The largest part of the movement occurred in the early 
part of the year. 


’ The net capital import through security transactions amounted to $218 
million in 1960. This movement was much smaller than in the years 1956 to 
1959 (when it ranged between $610 million and $763 million) but was larger 
than in all but two of the ten preceding years. As between the various types 
of security transactions, there were substantial reductions both in the sale of 
new Canadian issues to non-residents and in the net sale abroad of outstanding 
Canadian stocks and bonds. At the same time, the redemptions of foreign-held 
Canadian securities were somewhat below the level in 1959. As with direct 
investment, the largest part of the net inward movement in security transactions 
Sir. early in the year. In the final quarter of the year, the movement was 
outward. 


A large part of the smaller increase in portfolio investment was accounted for 
by a sharp drop in net sales to non-residents of new provincial government 
issues, which fell from $293 million in 1959 to $55 million in 1960. ‘Total funds 
raised by provincial governments in' both years, including bank loans, were 
almost unchanged, but in 1960 a far greater proportion was raised in Canada. 
This development may be attributable in part to the ability of the provinces 
to borrow at declining rates of interest in Canada during the first three quarters 
of 1960, at a time when United States interest rates were comparatively stable. 
In part, the heavier borrowing in Canada may have reflected a greater concern 
on the part of borrowers as to the exchange risks on foreign borrowings. The 
budget speeches of the Minister of Finance in March and December, 1960, 
stressed to borrowers the risks involved in undertaking commitments expressed 
in foreign currencies. 


The inflow of long-term capital into Canada for 1960 was less than it had 
been in 1959, and fell during the course of the year. This decline in capital 
inflow relaxed the upward pressure on the exchange value of the Canadian 
dollar. The general downward movement in the exchange rate was to some 
extent offset by shorter-term capital movements particularly in the fourth 
quarter. 


A sharp rise in holdings by foreigners of Canadian dollar balances and 
short-term paper occurred in the latter half of the year with increases of $45 
million and $75 million in the third and fourth quarters respectively; the inflow 
for the year as a whole was $115 million. Larger holdings by residents of the 
United States and overseas countries other than the United Kingdom accounted 
for most of the increase. In 1960, non-resident holdings of Canadian treasury 
bills rose by $56 million. In explanation, it may be noted that in the latter half 
of 1960 treasury bill yields in Canada were considerably above those of the 
United States even after providing for the cost of exchange “hedging’’. In- 
cidentally, the holdings of Canadian dollars and short-term paper by foreigners 
have risen in each of the past three years and now total over $600 million, 


including $120 million of treasury bills. 
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TABLE 40 
INTERNATIONAL CAPITAL MOVEMENTS, BY QUARTERS 


1960 
I | II Dp Lilet IV | Total 
(Millions of dollars) 


Net inflow for direct investment................+. +195 +150 +145 +115 +605 
Net inflow for portfolio investment................ +206 +91 +6 —85 +218 
SUDO GAL ao corte (cis eC alors teeta ts nee esas +401 +241 +161 +30 +823 

Official holdings of gold and foreign exchange 
(INGreASe=—) Gane cae cuties deenelae acietes amen uceeden: +11 +82 —40 —14 +39 
Government loans and subscriptions...............Jes.+eeeees +7 -1 +23 +29 

Other capital movements (including changes in 
Canadian dollar holdings of foreigners)......... od +156 +28 +279 +379 
OCA a cpa obs saaiestasapltet sik deo eee +328 +486 +138 +318 | +1,270 


The inflow of “all other’ capital movements in 1960 totalled $264 million, 
an amount considerably smaller than in 1959. However, $204 million of this 
inflow occurred in the fourth quarter, representing a movement of almost record 
proportions. 


It may be assumed that the sharp inflow of short-term capital in the fourth 
quarter of 1960 was associated with the existence of more attractive short-term 
interest rates in Canada relative to the United States, and with relatively less 
attractive rates in London. Some short-term capital may have entered Canada 
from countries suffering political disturbances. The role of expectations is 
difficult to gauge, but shifts in expectations about movements in the rate were 
probably a factor in the fourth quarter. 


To complete the description of capital movements in 1960, there was a 
capital outflow of $3 million representing Canada’s foreign exchange subscription 
to international financial organizations and capital inflows of $32 million resulting 
from repayments on intergovernmental loans. There was also a slight reduction 
in official holdings of gold and foreign exchange of $39 million. At December 31, 
1960, Canada’s official exchange reserves amounted to U.S. $1,829 million 
compared with U.S. $1,869 million at the end of 1959. 


TABLE 41 


CANADA'S OFFICIAL HOLDINGS OF GOLD AND U.S. DOLLARS 
AS AT DECEMBER 31 


— 1957 1958 1959 1960 
(Millions of U.S. Dollars) 


Brhenge Fund Account and Bank of Canada— 


165 0 UP ns trees oy Ream ee ree. RAR RL es SS 1,100.3 1,078.1 959.6 885.3 

US Dollars: cos es 2 ee bee Ae 697.5 800.0 879.4 914.9 
Other Government of Canada Accounts.............. 30.5 61.0 30.2 29.0 
Total Gold and U.S. Dollars............... 1,828.3 1,939.1 1,869.2 1,829.2 


The exchange value of the Canadian dollar declined generally throughout 
1960 apart from an increase at mid-year. In December it reached its lowest 
point since March, 1956. The average rate of exchange for the United States 
dollar, in terms of the Canadian dollar, at its low point in March, 1960 was 


91 


94.94. In December, 1960 it rose to a high of 99.81 and closed the year at 99.66. 


A as a whole, the average noon rate was 96.97 compared with 95.90 
in : 


FINANCIAL DEVELOPMENTS 


The financial environment in the western world is considerably different 
now from what it was a decade ago. To begin with, there has been a gradual 
reduction in the degree of financial liquidity accumulated during and just 
after World War II. At the same time, demands for capital by the underdeveloped 
countries of the world have continued to grow. The heavy capital requirements 
involved in replacing the social and industrial structure of western Europe had 
scarcely begun to diminish when the impetus of European integration took its 
place. A somewhat tardy recognition of the dangers of inflation related to the 
period of post-war material shortages invoked a rediscovery of monetary policy 
as an effective economic weapon. More recently, the removal of some of the 
barriers to the international movement of capital among the more industrialized 
countries of the western world has encouraged an increasing flow of funds across 
political boundaries to take advantage of investment opportunities wherever 
they might be found. 


For a variety of reasons, these among them, interest rates in western 
countries have tended to rise: the spread between rates in different countries 
has narrowed, through a process of “evening up” rather than “evening down’’. 
The following table illustrates this development: 


TABLE 42 
YIELDS ON LONG-TERM GOVERNMENT BONDS 


——— 


2. 5 tt ee es ee ees 2.78 3.68 3.14 3.23 3.58 4.10 4.22 4.86 5.05 

8 4 ee 2.32 2.92 2.52 2.80 3.06 3.47 3.43 4.07 4.02 
a Ae re 3.54 4.08 3.75 4.17 4.73 4.98 4.98 4.82 5.43 
eicigteh: 2 ae ® ) kM oa wed A ie) | ee eo 6.2 6.6 6.3 5.9 6.5 
PME Net web aca doin 6.52 5.41 5.38 §.21 5.28 5.92 5.68 5.27 5.16 
Netherlands.............:. 3.28 3.43 3.31 3.26 3.84 4.58 4.32 4,12 4.21 
a 4.42 4.40 4.27 4.16 4.21 4.69 4.57 4.27 4.30 
RGR ee eee ale 5.73 6.06 6.06 6. 20 6.74 6.81 6.61 5.43 5.24 
Bymedene 22232201, OL oS Salt a 3.24 3.70 3/75 4.33 4.33 4.28 4.56 
PARAMS oe 1 eke e ews «454 3.14 4.48 4.46 4.52 5.03 5.02 4.97 4.91 5.00 


.. not available. 


Source: International Financial Statistics, February, 1961. 


The growing interdependence of world capital markets has made it in- 
creasingly difficult for individual countries to pursue completely independent 
fiscal and monetary policies, devised to suit purely internal domestic situations. 
For countries with fixed exchange rates the decline (as in the case of the U.S.) 
or accretion (as in the case of Germany) of exchange reserves requires the adapta- 
tion of national policies to the international environment. 


In the case of Canada, our floating exchange rate cushions the pressure of 
external forces, but does not permit us to avoid adjusting our economy to the 
rest of the world. Movements in capital still take place in response to investment 
opportunities revealed in part in interest rate differentials, although they may 
display their force more through movements in the exchange rate than through 
changes in the level of exchange reserves. 
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LONG-TERM GOVERNMENT BOND YIELDS 


Monthly: 1954-58 — Weekly : 1959-61 
Per Cent 


CANADA 
3%% Jan. 15, 1975-78 


34%4% June 15, 1978-83 


DIFFERENTIAL nv aa 


I954 1955 1956 1957 I958 1959 i960 61 


Turning now to developments in Canada in 1960, the total effective demand 
for new capital by all categories of borrowers, measured by the amounts they 
were able to raise through the banking system and on the capital markets, 
was down sharply from the level of 1959. The one important exception to this 
generalization concerned the provincial governments, which in total raised 
slightly more capital in 1960 than in 1959. The following table, while not complete 
in its coverage of all borrowing and lending of Canadians, does give a general 
outline of the activity which took place in the capital markets in 1960 as compared 
with 1959. It should be noted that the “sources of funds” include all net new 
issues of securities both in Canadian and foreign currencies, as well as the net 
change in bank loans to provincial and municipal governments, instalment 
finance companies, grain dealers, and in general loans and insured mortgage loans. 


Funds raised by private borrowers in 1960, particularly those of business 
and industry, registered the greatest proportionate decreases from 1959. The 
slowing down of the rate of economic activity caused corporations to revise their 
investment plans downward and, after mid-year, to reduce inventories, while 
the total amount of business savings was somewhat higher in 1960 than in 1959. 


While the total funds raised in 1960 from all sources declined from the level 
of the previous year, the volume of securities denominated in foreign currency 
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TABLE 43 
NET FUNDS RAISED BY CANADIAN BORROWERS 


1959 1960 
Total 
Total | 1Q | 2Q | 38Q | 4Q 
r WER - (Millions of dollars) 
overnment of Canada............... 1,058 - _ 
of which: A 669 265 81 192 678 
et New Issues of Securities........ 723 612 - o- 
Net “Sergey oname ag (+) tn Govern- i 1 oF Per 
DPE ECCOUNER oe oe wae nays ees +335 57 89 _ 
Provincial Governments.............. 540 Bt Me Bt 185 *h 
Municipal Governments............... 340 301 147 22 53 79 
Frivate Borrowers.................... 1,542 824 262 437 62 63 
of which: 
OT ee i: rere a 1,026 554 847 248 $ —4 
IORI orc OF scien ws « 6 Aniedis wee 616 270 —85 189 59 107 
Grand 2 See, eee ee 3,481 2,350 722 611 87 930 
Raised from: 
Securities Markets..........0c..sece0. 2,614 1,951 695 490 23 743 
CRO ECE: eee Se SR ee ae ee 867 399 27 121 64 187 


Nore: Figures may not add due to rounding. 
1 Contains a residual item to balance both sides of the account. 


declined even more sharply to less than one-half of the 1959 total. As the 
table below indicates, the sharpest decline in borrowing abroad during 1960 
occurred in provincial issues. 


TABLE 44 
NET NEW ISSUES OF BONDS AND STOCKS—FOREIGN CURRENCY 


1959 1960 
T= Total 
7. 1. tein | 12 | 22 | 32 | 4 
(Millions of Canadian dollars) 
Ween eset Cad. sb isehle sd. 20h esas —149 —1 — —1 — — 
OE Le ee ee Pe eee ee eee oe 239 20 21 30 9 —39 
pA SUN tg no so RE ere ER et 115 84 70 21 —2 —6 
Corporate (including corporate stocks).. 16 —1 20 7 —22 —6 
EA a ee I ie ee ae 221 103 112 58 —15 —51 


Nore: Figures may not add due to rounding. 


Considering net new issues of securities in Canadian currency, it is evident 
from the table below that the net amount of new issues of bonds sold by the federal 
government, including the net disinvestment in government securities by various 
government accounts, was considerably lower in 1960 than in 1959. Securities 
issued in Canada by provincial and, to a lesser extent, municipal governments 
were, however, at a markedly higher level in 1960 than they were in 1959. 


The increases in net new issues in Canada by provincial and municipal 
governments were offset by the decreases already noted in net foreign issues, 
so that the total of new security issues by these levels of government was con- 
siderably lower in 1960 than in 1959. Similarly, the increase in domestic corporate 
issues was offset by a slight decrease in the issue of corporate bonds denominated 
in foreign currency. More significant, however, was the sharp drop in new 
corporate stock offerings in 1960. The net amount of $222 million issued during 
the year was just over one-half the 1959 figure of $404 million. Consequently, 
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TABLE 45 


NET NEW ISSUES OF SECURITIES (INCLUDING NET DISINVESTMENT O 
GOVERNMENT ACCOUNTS)—CANADIAN CURRENCY 


1959 
Total | Total |} 12 | 22 | 382 | 40 
(Millions of dollars) 
Market Issues— 
Government of Canada 
(Direct and Guaranteed): _ 
Net Disinvestment (+) in Govern- 
ment Accounts). Gate... <4actnaes- 335 57 89 55 —128 41 
Preasurywlan.aacgens oe vedas ee 582 —92 48 —160 _- 20 
Other: Market Issuesss....<..4.haer > —28 323 197 108 —7 25 
Stb-total... badeee cas oe eee 889 288 834 8 —135 86 
Provincial Governments..............+. 331 446 48 201 147 50 
Municipal Governments................. 211 232 22 82 42 86 
Corporations and ‘‘Other’’.............. 105 269 153 121 45 —50 
SUD=LOLAL ashes Se Oe Nee Bee 647 947 223 404 234 86 
Fimanee Co. Short Paperi.........¢5-" = - 135 10 52 1 —44 1 
Corporate Stocks:..c-e name serait 404 Pepi 43 107 41 30 
Total Market Issues........... 2,075 1,467 652 515 96 203 
Non-Market Issues— 
Canada Savings Bonds. ..........55-265 317 382 —69 —84 —57 592 
Grand Total 3.05. c.ceyeeeeen 2,092 1,849 583 431 39 795 


total funds raised in the Canadian securities market by corporations decreased 
from $493 million in 1959 to $471 million in 1960. Moreover, almost all of 
these funds were obtained in the first half of 1960. Since there was a net redemp- 
tion of corporate bonds in the latter half of the year, the net funds raised in the 
market by corporations between July and December amounted to only $62 
million. 


Iixcluding the net disinvestment in government securities by government 
accounts, the federal government made net new issues of direct and guaranteed 
securities (including C.N.R.’s) in the Canadian market in the amount of $613 
million, as compared with net issues of $817 million in 1959. Taking into account 
the net redemption of federal securities denominated in foreign currency, the 
net amount of new issues in 1960 increased the total of government direct 
and guaranteed securities outstanding to $17,747 million at December 31, 1961. 
Of this total, an amount of $16,881 million was held outside government 
accounts. 


The total of federal government securities held outside government accounts 
increased from December 31, 1957 to December 31, 1960 by $3,083 million. 
Of this amount, somewhat more than one-half represents debt assumed by the 
federal government as the counterpart of loans, investments and debt guarantees 
made to various Crown corporations for commercial and quasi-commercial 
operations, particularly in the fields of transportation and housing. Reflecting 
this increase in assets, the net debt of the federal government (i.e., the difference 
between total liabilities and total assets) increased from March 31, 1957 to 
March 31, 1961 by only $1,434 million, to a level of $12,442 million. 


To supplement the analysis of the demands on the Canadian capital market 
in 1960, the following table indicates changes in the volume of financing by 
various categories of borrowers through the medium of bank loans, excluding 
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TABLE 46 
NET CHANGE IN CHARTERED BANK LOANS OUTSTANDING! 


1959 1960 
Total 
Total | 1Q | 2Q | 3Q | 4Q 
Business: , (Millions of dollars) 

SO EU, 200 136 121 113 —8 -_ 
$1,000,000—$4,999,999................. 114 39 20 30 —2 pe 
MATRON OVOE.. So 5 cc Socncs basa, 38 —39 —75 —27 —ll 74 
. Sub-total a> EF . Sa ee 851 186 66 116 —21 —25 
Personal and Mortgage................. 341 141 y! 89 25 26 
Provincial ee ees Dian —30 89 —22 2 10 99 
ee ee eee See Seas ae eee 14 —14 54 —81 13 _ 
PS See eee 191 46 —72 —5 37 87 
“ROSS oe oe oe a 867 398 27 121 64 187 


1 Includes insured residential mortgage loans and excludes day-to-day loans, call and short loans, 
and loans for the purchase of Canada Savings Bonds. 


call and day loans and loans for the purchase of Canada Savings Bonds. The 
figures in this table are not exactly comparable with those in Table 43, due to 
the inclusion, as already noted, of a residual adjustment in that table. It will be 
noted that the increase in bank loans during 1960 was less than half that in 1959. 
However, the provincial governments, which had on balance repaid loans in 
1959, borrowed $89 million net in 1960 from the banking system. 


From the above table it is apparent that, of the increase in bank loans 
during 1960, about one-third occurred’ in the business category, with increases 
in loans under $5 million being partially offset by decreases in loans in excess 
of this figure. Loans to public utilities and transportation increased, but much 
of this increase represented loans at the end of 1960 to major provincial utilities 
commissions in anticipation of the issue of bonds after the beginning of 1961. 
While loans to merchants and other businesses continued to increase during 
1960, the net new demand for funds by these borrowers was less than in 1959. 
Loans to most categories of industry decreased during the year. The increase in 
personal loans and insured residential mortgage loans which occurred in 1960 
was almost wholly the result of a rise in personal unsecured loans, since there 
were equal offsetting movements in personal secured loans and home improvement 
loans. The chartered banks made only a negligible contribution to the funds 
supplied for residential mortgages in 1960. Loans to provincial governments were 
considerably greater in 1960 than in 1959, particularly in the latter half of the year, 
when demands on the long-term Canadian capital market by provincial govern- 
ments as a group were smaller than normal, and when there was a net redemption 
of foreign-pay provincial securities. The increase shown under “‘other” loans was 
made up of increases in loans to farmers, grain dealers and institutions, partially 
offset by decreases in loans to instalment finance and small loan companies. 


National income increased less in 1960 than in 1959. The rate of total 
saving declined, and the general public* increased its holdings of financial assets 
in 1960 by only $2,304 million as compared with $3,270 million in 1959. During 
1960, there was a marked change in the relative liquidity of the financial assets 
acquired by the public. The following table indicates the net changes in public 
holdings of financial assets, segregated by the relative liquidity of these assets. 


* General public is defined to include all holders other than Bank of Canada, chartered banks and 
government accounts. It includes, for example, corporations, financial institutions other than chartered 
banks, provincial and municipal government accounts and non-residents, as well as resident persons. 
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TABLE 47 


NET CHANGE IN HOLDINGS OF CERTAIN FINANCIAL ASSETS 
BY THE GENERAL PUBLIC 


(Differentiated as to Degree of Liquidity) 


1959 1960 
Tota Toil | dO. | eG 20 
(Millions of dollars) 

More Liquid Assets: 
TROASUDY: SUIS aiwcskes «easels ave cememiness 4 341 —207 —21 —143 —104 61 
Canada Savings Bonds............... bi. 382 —69 —84 —57 592 
FinanceiCo, Short Paper. ...-..4...5- 135 10 52 il —44 1 
Currency and Bank Deposits......... —138 615 —105 244 394 82 
Ota eed oh thine ose dea men ers 655 800 —148 18 189 736 

Less Liquid Assets: 
Other Gov’t. of Canada Market'Issues. 1,100 178 336 55 —173 —40 
Provincial) BONG S: evasive “tore 640 489 65 232 179 13 
MMiunicipal Bondsec.o cee ae bien 316 313 96 106 OG 74 
Corporate and Other Bonds.......... 155 297 178 129 37 —A7 
Corporate DStOCKS incessant creeiesieae 406 227 44 109 43 of 
MO tal ares ot neacsetats aetom 2,617 1,504 719 631 123 31 
Grand: Total |..o¢% cass isis ds 3,270 2,304 576 649 311 768 


Nore: Figures may not add due to rounding. 


During the first half of 1960, the increase in financial assets was more than 
accounted for by increases in public holdings of federal government and other 
bonds and of corporate stocks, since there was a net decrease during this period 
in more liquid holdings. This situation was reversed in the latter half of the 
year, mainly as a result of the usual heavy purchases of Canada Savings Bonds 
in the fourth quarter, but also due to an increase in holdings of currency and 
bank deposits. 


Broadly corresponding to the increases in deposits with chartered banks 
during 1960, there was an increase in total bank assets. Assets at December 31, 
1960, totalled $12,800 million as compared with $12,047 million at the end of 
1959, an increase of $753 million. Of this increase, $582 million occurred in the 
final quarter of 1960. As will be seen from Table 48, a rise in bank holdings 
of Government of Canada bonds and of general loans accounted for most of the 
total increase in assets. A comparison of year-end totals of liquid assets conceals 
a sharp movement during the year: there was a large increase in bank liquidity 
in the early part of the fourth quarter of 1960 partially offset by a decline during 
November and December as the banks transformed liquid assets into assets of 
higher yields. 

TABLE 48 


CHARTERED BANK ASSETS—GROUPED BY MAJOR CATEGORIES 


— Dec. 31, 1959 | Dee. 31, 1960 Change 


(Millions of dollars) 
Iidittid*assets! he wk. WSEAS AE es Ste ee ee A 2,028 2 el +103 
Government DONS. cs. Bic one kota aieNat icin eee aa Sone cae? 1,827 2,088 +261 
Canadian loans (ex. day-to-day and call).................. 6, 003 6,396 +393 
Insured, mortgagesyiis.3 DU. Oya ee BO ee aad es 968 971 +3 
Qtherassetey okt. ti. <xdabctacandcsshieaee a ee ee eee J, 2211 1,214 —7 
Motal ss. os ces ckan at eee ee 12,047 12,800 +753 


1 Comprising Bank of Canada notes and deposits, day-to-day loans and treasury bills. 
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During the first three quarters of 1960, interest rates declined reflecting the 
generally lower demands on the capital market, and a parallel movement in 
interest rates in the U.S. After reaching a low point towards the end of the 
third quarter, rates rose fairly rapidly during the final quarter. The level at 
the end of 1960 was, however, below that a year earlier. 


As usual, movements in the yields of three-month treasury bills during 1960 
were considerably sharper than those of other interest rates. From a high of 
5.14 per cent early in January, 1960, the three-month yield declined to 1.68 
per cent late in September. In the subsequent nine-week period it increased 
rapidly, reaching a level of 3.95 per cent by the end of N ovember, after which 
the rate dropped to 3.25 per cent by the end of December. The level has been 
generally maintained into 1961, and at March 30, 1961, the yield was 3.21 per 
cent. In addition to these major movements, however, there were during 1960 
considerably more short-term swings in the three-month yield than in 1959. 


While following the same general pattern, the changes in medium and long- 
term yields were more moderate. Medium-term yields decreased steadily until 
the end of September. During the final quarter of the year, this decline was 
reversed, but the yields at the end of the year were lower than in December, 1959. 
The yields on Government of Canada 2-3/4 per cent bonds due June 15, 1967-68, 
declined from 5.37 per cent at the end of 1959 to 4.09 per cent in September, 
then rose to 4.74 per cent in December. The yield on long-term maturities 
followed a similar but less pronounced movement. Government of Canada 3-3/4 
per cent bonds of January 15, 1975-78, yielded 5.60 per cent at the end of 1959, 
4.84 per cent in September, 1960 and 5.41 per cent at year-end. 


Provincial, municipal and industrial bond yields followed a pattern during 
1960 similar to that of other interest rates. The prime commercial lending rate 
of the chartered banks, which rose from 5-1/2 per cent to 5-3/4 per cent in. 
April, 1959, remained at this level throughout the whole of 1960. Similarly, 
the interest rate on savings deposits in the chartered banks remained at 2-3/4 
per cent throughout the year. 

TABLE 49 


COMPARISON OF YIELDS ON FEDERAL GOVERNMENT BONDS 
IN CANADA AND THE UNITED STATES 


Medium Bonds? Long Bonds? 91-Day Treas. Bills 

End of! | |] 

ait Canada| U.S. | Spread |Canada] U.S. | Spread |Canada| U.S. | Spread 
a Depa e stave: sistas sobre 4.75 3.92 83 4.88 3.95 93 4.30 at AY 1.538 
UI SS Se eee ete 4.83 4.33 .50 5.08 4.09 .99 5.11 3.16 1.95 
BATTAINDOE sn cis nae’ 5.30 4.65 .65 5.61 4.12 1.49 5.50 4.19 1.31 
PIGMOTIRIE Sos 5 b.01 ass > 5:37 4.90 47 5.60 4.41 1.19 5.12 4.52 . 60 
raids eet ic aly ote ss > 5.17 4,22 95 5.32 4.13 1 19 3.01 2.79 an 
A ee eee 4.50 4.03 47 5.08 3.83 1,25 3.07 2.40 . 67 
September...........+- 4.09 | 3.55 "54 | 4.84 | 3.76 | 1.08 | 1.70 | 2.29 | —.59 
et. oe re 4.7 8.02 1.02 5.41 3.80 1.0 3.25 2.15 1.10 
Teck Ba EE Se Oe 4.68 3.72 96 5.18 3.80 1.38 3.21 2.39 §2 


1 Last Wednesday of the month. ae 

2 For Canada, Government of Canada 2}% bonds due June 15, 1967-68; for U.S., United States Govern- 
ment 2}% bonds due December 15, 1963-68. ; ; 

5 he Canalis. Government of Canada 33% bonds due January 15, 1975-78; for U.S., United States 
Government 3}% bonds due June 15, 1978-83. 
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During the first half of 1960, interest rates in the United States declined, 
responding to factors similar to those in Canada. However, rates did not rise 
as much in the United States during the latter part of 1960. Consequently, the 
spread between Canadian and United States interest rates, which had narrowed 
slightly in the early part of 1960, widened considerably during the remainder 
of the year. For medium and long-term yields, the spread at the end of 1960 
was almost half again as great as it was at the end of 1959. In the case of 
treasury bills, while the sharper fluctuations in Canadian rates brought them 
below comparable yields in the United States at several points during 1960, the 
spread at the end of the year had again widened until it was greater than that 
on medium-term yields, although less than the differential on long yields. 
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Part II 
REVIEW OF GOVERNMENT ACCOUNTS 
1960-61 


1. INTRODUCTION 


A preliminary review of the accounts of the Government of Canada for the 
fiscal year 1960-61 is presented in this Part. The Government’s fiscal year 
ended on March 31, but the books must remain open for some time after that 
date to take into account all payments up to and including April 30, originating 
in and properly chargeable to, the fiscal year 1960-61 and to record various 
adjusting and closing entries. Consequently the figures in this Part are prelim- 
inary and subject to revision, and the final figures when they become avail- 
able next July or August may differ to some extent from those given in the 
following pages. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1960-61 


The financial operations of the Government for the fiscal year 1960-61 
are summarized in the following table which indicates how the budgetary and 
non-budgetary transactions, including changes in unmatured debt, affected the 
Government’s cash balances. More detailed explanations of these transactions 
are given in subsequent sections of this Part. 


TABLE 1 
(in millions of dollars) 


Fiscal year ended March 31 
SuMMaARY oF BuDGETARY AND Non-BupGETARY TRANSACTIONS 


AND CHANGES IN CasH PosITION 1961 1960 
(preliminary) 
Budgetary transactions— 
Revenues— 
REAR AMAL PACE Bs oR EEA eg Oo ae. eee 5,016 4,752 
Pie te Seer ee Sete 8 Sk ee te Seer al ee aoe 600 538 
5,616 5,290 
Expenditures— 
(LES le) ack & gi 2 ee >" en ae eget OE —1,539 —1,533 
TRO CCRC. 6 vin dc rcece mses SUMO ESD + eppra> ceenlereee ee —4,422 —4,170 
— 5,961 — 5,703 
ERUIATU SEER =e ie Sater lacs Sent ateg a eche oiptehs oleate aa SINE 5 —345 —413 


Non-budgetary transactions— é 
Receipts and credits (excluding unmatured debt transactions)— 


Repayment of temporary loan to old age security fund......... Ato ore tae FA 
Repayments of other loans, investments and working capital 
gilraneebs el.) CRUG... ¥.wAadt le Besa 1 a- EES EOS 193 358 
Net government annuities account receipts.........--..++.e++0- 42 51 
Net insurance and pension accounts receipts..............-+++5- 349 211 
Other. von-budoetary rocelptesesss «Feutir cuss Sychtcee « bleshhh +3 95 211 
690 831 
Disbursements and charges (excluding unmatured debt trans- 
actions)— 
Temporary loan to old age security fund..............+.esesees]  seeeee —28 
Other loans, investments and working capital advances........ —483 —730 
Other non-budgetary disbursements..........--+5-e00eeee ee eee —156 —35 
— 63. —798 
Net amount received from non-budgetary transactions...........-. 51 38 
Overall cash requirements (—) to be financed by increase in debt or 
decrease in cash balanceS............---0-e scree neers eee ness — 294 —375 
Net increase in unmatured debt outstanding in the hands of the oa nal 


peel Ge ere reprye renee TsO Petar i eh. 
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Budgetary transactions 


The revenues and expenditures as forecast in the budget speech of March 31, 
1960 and revised on December 20, 1960 and the actual figures as now estimated 
are shown in the following table: 

TABLE 2 


(in millions of dollars) 


Increase or decrease (—) 


Budget Revised ds witheD) s 
: forecast forecast Actual SOmEar ee, wt PRES 
Fiscal Year 1960-61 Abara Decent bend (prolinaee) 20, 1960 forecast 
31, 1960 20, 1960 Amount Per cent 
Gv enlessasinine..ceneidne. Yeree 5,892.0 5, 694.0 5,615.6 —78.4 —1.4 
IxpendiGUress.cc.ecce ncaes mee —5,880.0 —5,980.0 —5,961.1 —18.9 —0.3 
Surplus or deficit (—)......... 12.0 — 286.0 —345.5 59.5 


Revenues 


The revenues of the government for the fiscal year ended March 31, 1961, 
amounted to $5,616 million. This is $78 million or about one and two-fifths 
per cent less than the total of $5,694 million forecast in the supplementary 
budget of December 20, 1960, and $326 million or 6 per cent more than the total 
of $5,290 million collected in 1959-60. 


The sharp drop in revenues from the December forecast was due largely to 
an unexpected drop in March receipts. This was caused chiefly by the incidence 
of the Easter week-end. This year March 31 was Good Friday, and a con- 
siderable proportion of tax payments that are usually received on or before the 
last day of the month were in fact not mailed until April 3 or 4 and therefore 
could not be credited to the 1960-61 fiscal year receipts. Asa result, the March 
revenues were about $40 million below normal and the 1960-61 budgetary deficit 
was increased by the same amount. 


Of the increase of $326 million over 1959-60 revenues, $264 million was 
due to tax revenue and $62 million to non-tax revenue. Higher income tax 
collections accounted for nearly all of the increase in tax revenue. Personal 
income tax receipts were $145 million more than in the preceding year, reflect- 
ing the higher level of incomes during the year and the yield for a full year of 
the increase in tax rates that became effective July 1, 1959. Corporation income 
tax collections were $134 million higher, notwithstanding the fact that 1960 
profits were lower than in 1959, reflecting the collection in the fiscal year of 
substantial amounts for taxes on 1959 profits and also the effect for a full 
year of the rate increase effective January 1, 1959. 


The increase of $62 million in non-tax revenue was due principally to an 
increase of $44 million in return on investments. 


Expenditures 


Government expenditures amounted to $5,961 million and were three-tenths 
of one per cent less than forecast on December 20, 1960, and $258 million or 
about 5 per cent more than total expenditures in 1959-60. 
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Expenditures for defence again constituted the largest item, amounting to 


$1,539 million or 26 per cent of the total expenditures, compared with $1,532 
million or 27 per cent in 1959-60. 


Civil or non-defence expenditures amounted to $4,422 million, an increase 
of $251 million over the corresponding total for the previous fiscal year. There 
were increases of $69 million in expenditures of the Department of National 
Health and Welfare (including an increase of $39 million in the government’s 
contribution _under the Hospital Insurance and Diagnostic Services Act), 
$38 million in expenditures of the Department of Agriculture (due to $41 
million for payments to western grain producers), $41 million in expenditures 
of the Department of Transport (including $24 million for the increase in the 
deficit of the Canadian National Railways), and $39 million in the expenditures 
of the Department of Finance (including $19 million for increased payments 
to the provinces and $14 million for higher public debt charges). 


; More detailed explanations of budgetary revenues by source and expend- 
itures by classification and department are given in Section 3 of this Part. 


Deficit 


On the basis of these preliminary figures the deficit for the fiscal year was 
$345 million compared with the deficit of $286 million as forecast on December 20, 
1960, and the deficit of $413 million in 1959-60. 


Non-budgetary transactions 


A net amount of $51 million was available during the fiscal year from non- 
budgetary transactions. Non-budgetary disbursements and charges totalled 
$639 million. Sums totalling $483 million were required for loans, investments 
and working capital advances, and $156 million for other non-budgetary pur- 
poses. On the other hand, a total of $690 million was available from various 
non-budgetary receipts and credits. Of this amount, $204 million was available 
from the repayment of loans, investments and working capital advances, $391 
million from the net receipts from various government annuity, insurance and 
pension accounts, and $95 million from other non-budgetary sources. 


Old age security fund 


During 1960-61 pension payments from the old age security fund totalled 
$592 million and tax receipts credited to the fund amounted to $603 million. 
The excess of $11 million of receipts over payments was applied to reduce the 
temporary loans made by the Minister of Finance to the fund. These loans 
amounted to $28 million as at March 31, 1960, and to $17 million as at March 31, 
1961. 

The transactions in the account during 1960-61 compared with those for 


the previous fiscal year were as follows: 
Fiscal year ended March 31 
1961 1960 


(preliminary) 
(in millions of dollars) 

Pension payMents.........2ssecceceeccenrcescccseseresccees 592 575 
"Tae BEGRIDIG ococa sos ores csxaen os epenane oss openbele 6 ++ 6 gs 603 547 
Excess of receipts over payments applied to the repayment 

of temporary loans from the Minister of Finance, or 

excess of payments over receipts (—) covered by tem- 

porary loans from the Minister of Finance.........-...- 11 —28 


Temporary loans outstanding at the fiscal year-end........ 17 28 


104 


Debt transactions 


During 1960-61 the government issued securities amounting to $2,531 
million (excluding the refunding of treasury bills which mature weekly) and 
redeemed or converted issues in the amount of $2,353 million, resulting in an 
increase of $178 million in unmatured debt. As other liabilities increased by 
$437 million the government’s gross public debt increased by $615 million to 
$21,601 million at March 31, 1961. During the same period the government’s 
net assets increased by $262 million to $9,159 million. Asa result, the govern- 
ment’s net debt at March 31, 1961, was $12,442 million compared with $12,089 
million at March 31, 1960. The increase of $353 million reflected the budgetary 
deficit of $345 million plus an adjustment of $8 million in respect of prior years’ 
transactions. 


Cash position 


Receiver General balances were $71 million less at the end of the fiscal year 
than they were at the beginning. The budgetary deficit of $345 million was 
financed by the net amount of $51 million available from non-budgetary trans- 
actions, the increase of $223 million in unmatured debt outstanding in the hands 
of the public (after taking into account transactions in the securities investment 
account and the sinking fund account) and the decrease of $71 million in cash 
balances. 


3. THE BUDGETARY ACCOUNTS 


Total revenues amounting to $5,616 million for 1960-61 were $326 million 
more than the total for the previous year. Total expenditures were $5,961 
million, an increase of $258 million over the total for 1959-60. The deficit for 
the fiscal year was $345 million compared with $413 million for the previous year. 


BUDGETARY REVENUES AND EXPENDITURES 
Fiscal Years Ended March 3] 
7000 Millions of Dollars 


5000 REVENUES 


EXPENDITURES 


» Preliminary 


105 


TABLE 3 


Bupoerary Revenues, EXPENDITURES AND Surpivus or Dericir 
(in millions of dollars) 


EEO 


Budgetary Budgetary Surplus or 


Fiscal 
amet year enced MerohsOt revenues expenditures | deficit (—) 


MI a i erin ms sie 45 5p 99s neh mE 0 « ic RE 5,106.5 4,849.0 257.5 
dss «MEE ARG asm si hicams $4 SRO oe eee 5, 048.8 5,087.4 —38.6 
eee oo 1s ee SCNT 4,754.7 5,364.0 —609.3 
enon 8655 a 5's: n.v.5. 5.0355, « RABAT =» «rns «SR 5, 289.8 5,702.9 —413.1 
SE REIPOH NINETY) « 5 cise 5's oes. 0'sik is Papen ee 5,615.6 5,961.1 —345.5 


BUDGETARY SURPLUS OR DEFICIT 


Fiscal Years Ended March 31 
Millions of Dollars 


400 400 
SURPLUS 
200 200 
+ + 
0 ma ce . 
posse 
ped 200 
200 ines 
Ke oi 
"eae, 
Keseseseses 
Reecenesece: 
bes sd se 
eaeatcens 00 
400 _— 5) 
600 Soe, 600 
800 


a 1954 1955 1956 1957 1958 1959 1960 1961* 


© Preliminary 


A. REVENUES 


Budgetary revenues were $5,616 million in the fiscal year 1960-61 compared 
with $5,290 million in the previous year, an increase of $326 million or 6 per cent. 
Of the total for the year, $5,016 million or 89 per cent was derived from taxes 


and $600 million or 11 per cent from other sources. 
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BUDGETARY REVENUES BY SOURCE 
Fiscal Years Ended March 3] 
6000 Millions of Dollars 6000 


OTHER REVENUES 
—— <— TOTAL REVENUE FROM TAXES 89% 5000 


5000 


CUSTOMS IMPORT DUTIES 


4000 


EXCISE DUTIES, SALES AND OTHER 
EXCISE TAXES 


Witt 


> 


2 


CORPORATION INCOME TAX 


2000 


Po 


<< 
oxo CLERK KH 
S Ss Reece 
LESS RES La oe Sesesetetecetatets 
LESSEE SEES SSSSS 38 Reread 
rierieiatnnalatateenat eee iee eetetatatetes [ScacSeoeesosesesd 
eaeaees Patera netaa at mencoceneaectcetes eretetatleeee eet SOD KOLO 
tenes acatatateratatetenetatetetetetatatetetstetatetatetatotetstataloteleneceeete SRR atereatetetetee 
BONO ICO IOS PPC IE POL ax oe | 
erenestecerenretengs SRR eateteletseeeet telette iets oeee lee ieeee bes 4 
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5 Petes et eer P MONON NON Ihe Mets O eee TOON RR 
Soureeemcmemneenn ee ceecnmnncrae mun caaaennmea acumen neater Breen 
SSS sete SR KK RIK KK Ro IR raretareratetet 
esesegeceee Sasa ¢ ee chetetetaletatees ohio ree ee PMR EONS socereratenets 
o SRP KR RN CRA IO Petghetetetetene. 

0 Kxkcieiexo eee ee eee OE Be RHR RSS 0 
ry * 
1954 1955 1956 1957 1958 1959 1960 1961 1961 
* Preliminary 


TABLE 4 


BupGETARY REVENUES BY Mayor Sources 
(in millions of dollars) 


Fiscal year ended March 31 


1961 
(preliminary) 


Increase 


or 
Source 1960 decrease (—) 


Amount | Percent | Amount | Percent | Amount | Per cent 


Tax revenues— 
Income tax— 
Personal cs avis se eee oo. 2 Re 1,741.2 30vo) |) 1,000.0 29.6 144.6 9.2 
Corporation 1. ccsaes os cee os eee 1,276.6 22.7 | 1,142.9 21.6 133.7 iB lore 
On dividends, interest, etc. going 
ADIOAG 5. rena wdcowis nsleate Soe 88.2 156 73.3 1.4 14.9] . 20.3 


Excise taxes— 
Sales Dios Gare c) SAS acne Ginroechie ae ee 720.6 


—" 
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1960-61 1959-60 
(preliminary) 
() Excluding tax credited to the old age security fund— 
Personal income taxawar.. aston cen meee AAC 229.4 185.6 
Corporation incomesax.. seen seems carat 103.5 91.3 
Dales asso s.<.c0..c eee ee ae Rivero eae 270.2 270.0 


603.1 6.9 


) Includes duties levied under the Succession Duty Act. 
(3) Less than $50,000. 
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(1) TAX REVENUES 
Tax on personal incomes 


The personal income tax was again in 1960-61 the largest source of govern- 
ment revenue. The yield (excluding the old age security tax) was $1,711 million 
or 31 per cent of allrevenue. The increase of $144 million or 9 per cent over the 
1959-60 collections was due partly to the higher level of incomes during the year 
and partly to the increase in rates which took effect on J uly 1, 1959. The 1959-60 
receipts did not include a full year’s return at the increased rates. 


In addition the tax on personal incomes levied under the Old Age Security 


= elaaaaa $229 million. This revenue was credited to the old age security 
und, 


Corporation income tax 


The corporation income tax (excluding the old age security tax) yielded 
$1,277 million and was the second largest source of revenue. The 1960-61 col- 
lections showed an increase of $134 million over the previous year despite the 
fact that 1960 profits were lower than in 1959. The increase in collections was 
due to the fact that substantial amounts were collected in 1960-61 on account of 
1959 profits and also to the increase in rates effective January 1, 1959. The 
1959-60 collections did not reflect a full year’s return at the higher rate. 


In addition the tax on the income of corporations levied under the Old Age 
Security Act yielded $104 million and was credited to the old age security fund. 


Taxes on dividends, interest, etc. going abroad 


Revenue included in this category is derived from taxes withheld on pay- 
ments of interest, dividends, rents, royalties, alimony and income from estates 
and trusts made to non-residents. The 1960-61 collections were $88 million, an 
increase of $15 million over the previous year’s total. 


Excise taxes 


Included under this heading are the revenues from the general sales tax and 
other special excise taxes. 

From a revenue standpoint the most important tax levied under the Excise 
Tax Act is the sales tax. Receipts from this tax (excluding the old age security 
tax) were $12 million or 2 per cent lower than the previous year. This decline 
is believed to be due to the fact that some remittances of tax, which would 
normally have been received on March 31, were delayed until April because 
March 31 fell in the Easter holiday week-end. 

The tax on sales, levied under the Old Age Security Act, yielded $270 million, 
approximately the same as in 1959-60. This revenue was credited to the old 
age security fund. 

Other excise taxes yielded a total of $291 million, compared with $288 
million in 1959-60. The increase of $3 million was due mainly to an increase 
of $8 million in receipts from the tax on tobacco products offset partly by 
decreases in other categories. 


Customs import duties 
Customs import duties yielded $499 million in 1960-61 compared with $526 
million in 1959-60, a decrease of $27 million. 


94521-2—8} 
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Excise duties 


Excise duties are levied only on alcoholic beverages and tobacco products. 
(Additional taxes on tobacco products are levied under the Excise Tax Act 


referred to above.) 


Collections in 1960-61 were $345 million, an increase of $10 million over the 
1959-60 total. Gross receipts in 1960-61 from the taxes on alcoholic beverages 
were $200 million and from the taxes on tobacco products were $150 million, 
compared with $193 million and $146 million respectively in the previous year. 


PRINCIPAL SOURCES OF TAX REVENUES 
Fiscal Years Ended March 3] 


2000 PERSONAL INCOME TAX Millions of Dollars CORPORATION INCOME TAX 
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Estate tax 


The revenue from this source amounted to $85 million, a decrease of $3 
million from the 1959-60 total. 


Other taxes 


Revenue under this heading amounted to less than $50 thousand in 1960-61, 
approximately the same as in 1959-60. 


(2) NON-TAX REVENUES 


Non-tax revenues for 1960-61 were $600 million, $62 million or 12 per cent 
more than the 1959-60 total of $538 million. 
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TABLE 5 
(in millions of dollars) 


a EEEE————— 


Fiscal year ended Increase or 
Non-Tax Revenves — EI weiss =! (-) 
1961 
(preliminary) 1960 Amount Per cent 
6 ee ee err ke 
Return on investments... 284.0 239.7 44.3 
icant aS tub co ati wenrs'o « Sx nek s 18.5 

Post office...... eRe eee terre 173.6 167.6 6.0 3.6 
Refunds of previous years’ expenditures............ 40.3 40.6 —0.3 —0.7 
Services and service fees.......................... 35.4 $1.3 4.1 13.1 
Proceeds EMM OREM TVS, acl tO, ah os Wbkt eiy. Ade 24.0 21.9 2.1 9.6 
Privileges, licences and permits.............s00.00. 2721 25.0 2. 1 8.4 
SEROMA DOMES no ee ee a 8.3 5.4 2.9 53.7 
LG 0 Nie 52 Nts a ean ieee Spann NEE | POONER i ME LS Tul. 6.0 el 18.3 

599.8 537.5 62.3 11.6 


Return on investments 


__ Receipts in this category amounted to $284 million compared with $240 
million in 1959-60. 

Payments from Crown corporations were $194 million, an increase of $41 
million over the previous year’s total. Increases of $16 million in receipts from 
the Bank of Canada, $16 million from Central Mortgage and Housing Corpora- 
tion, $8 million from The St. Lawrence Seaway Authority and other smaller 
increases amounting to $7 million were offset partly by a decrease of $6 million 
from the Canadian National Railways. 


TABLE 6 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
RETURN ON INVESTMENTS = or 
1961 ecrease (—) 
(preliminary) 1960 


Loans to, and investments in, Crown corporations— 
Bamictor GC annda, protiie ss: F TIGS Sahel. te aethods «8 
Canadian National Railways................... Mic” 
Canadian National (West Indies) Steamships Limited.. 
Central Mortgage and Housing Corporation............. 
Eldorado Mining and Refining Limited................. 
Manei@irddid, Commoration. . 225... ani heno- «Sid. “Sashes ee « 
Mehra ear UrE OAT <6. . = 205 ox 5s wees ere 
Northern Ontario Pipe Line Crown Corporation......... 
Polymer Corporation Limited..............+-+-+++ee0: 
The St. Lawrence Seaway Authority.............+---.. 
MiapenGOGNs er es. Bes cede? ed @ TES 
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Other loans and investments— 

REGIE EGR OD cat ice ctseie ns cos 2s ped ene ee ee 
Other national governments......6.. 52-00. ceeerceecenss 
Provincial governments. ..........5.cceeesseeseceneeers 
Soldier and general land settlement loans and veterans 

Veritk BOE BCA VANOOE: ook cain os nbn acer cieeee asemage eters 
Exchange fund account............seeeeeeeeeeneeeeeenee 
Securities investment account............-.+-++++ Hi Soak 
Sinking fund and other investments held for retirement 

of anmatured GODtl. Vo. t.c86 here ets d oe date ates PONS 
Interest-bearing deposits with chartered PBREB is wa tena 
Unemployment Insurance Commission........+++++++++: 
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© Less than $50,000. 
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Other loans and investments yielded $90 million compared with $87 million 
in 1959-60. The main items of note were an increase of $7 million in the profits 
of the exchange fund account and a decrease of $4 million in interest on Receiver 
General deposits with the chartered banks. 


Post office 


Gross post office receipts totalled $202 million in 1960-61 but authorized 
disbursements from revenue for salaries and rent allowances at semi-staff and 
revenue offices, commissions at sub-offices, transit charges on Canadian mail 
forwarded through or delivered in foreign countries, etc., amounting to $28 
million brought net revenue to $174 million. Last year gross receipts were $194 
million and authorized disbursements totalled $26 million. 


As costs of operating the Post Office Department during 1960-61 (excluding 
the $28 million charged to revenue) were $178 million, net expenditure exceeded 
net revenue by $4 million. However, in making the comparison, it is to be noted 
that the total shown for post office revenue does not reflect any payment for the 
franking privileges covering parliamentary and departmental mail or for certain 
miscellaneous services provided for other government departments and agencies, 
nor does the total shown for operating expenses reflect any charges for premises 
occupied by the Post Office Department or for certain accounting and mis- 
cellaneous services provided by other departments. 


Refunds of previous years’ expenditures 


Refunds in 1960-61 of expenditures made in prior years totalled $40 million 
compared with the 1959-60 total of $41 million. These refunds included $22 
million received by the Department of National Defence of which $9 million was 
in respect of contracts with the United States Government for the supply of 
engines, aircraft and other defence equipment under an arrangement that when 
Canada places contracts with the Government of the United States, payments of 
the estimated costs are made to the United States Treasury and if these estimated 
costs are revised, or if there are reductions in the contracts, the United States 
Government refunds the overpayments. Also included were $5 million received 
by the Department of Transport, mainly in respect of the Canso Causeway 
and $4 million received by the Department of Finance, of which $3 million was a 
repayment by the Province of Ontario in connection with succession duty pay- 
ments under the tax-rental agreements. In addition, the unexpended balance of 
parliamentary grants as at March 31, 1960, amounting to $4 million, was re- 
funded by the Canadian Broadcasting Corporation. 


Services and service fees 


Collections for services and service fees by various government departments 
were $35 million, $4 million more than was collected in 1959-60. 


Revenue in this category included $10 million received by the Royal Cana- 
dian Mounted Police, mainly for police services to provinces and municipalities; 
$10 million received by the Department of Transport, mainly for wharfage and 
other canal and marine service fees, steamship inspection, air-ground radio at 
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airports, and government telegraph and telephone services; and $6 million 
received by the Department of Trade and Commerce, mainly for services in 
connection with the inspection, weighing, storage and elevation of grain and for 
electricity, gas and weights and measures inspection services. 


Proceeds from sales 


Receipts from this source were $24 million compared with $22 million in 
the previous year. 


These receipts included $9 million from Crown Assets Disposal Corporation 
representing amounts realized from the disposal of surplus Crown assets (after 
deducting certain agency fees and transfers), $4 million under agreements of sale 
of Crown assets and $5 million from Central Mortgage and Housing Corporation 
representing the proceeds from the sale of wartime housing properties and 
including amounts available as the result of the reversal of the provision for 
depreciation set aside by the corporation in previous years on properties that 
have now been sold. 


Privileges, licences and permits 


Revenue of $27 million was received during the fiscal year on account of 
privileges, licences and permits, $2 million more than was received in 1959-60. 


Included in this revenue was $13 million collected by the Department 
of Transport, mainly on account of aircraft landing fees, rentals of hangar 
accommodation and other miscellaneous rental charges, and $4 million collected 
by the Department of Northern Affairs and National Resources, mainly in con- 
nection with oil leases in the Northwest Territories. 


Bullion and coinage 


Revenues of $8 million under this heading were derived from the operations 
of the Royal Canadian Mint and included a net gain of $7 million on coinage. 
Gold refining, storage and handling charges and gain in gold refining amounted to 
$1 million (of which half was in respect of handling charges). 


Other non-tax revenues 


Revenue in this category amounted to $7 million in 1960-61, $1 million 
more than the 1959-60 total. 
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B. EXPENDITURES 


Budgetary expenditures for 1960-61 amounted to $5,961 million, an increase 
of $258 million over the 1959-60 total of $5,703 million. 


TABLE 7 


SraTemEeNt oF BuDGETARY EXPENDITURES BY DEPARTMENTS AND MAsor CLASSIFICATIONS 
(in millions of dollars) 


Fiscal year ended March 31 
SS Increase or 
1961 decrease (—) 


(preliminary) 1960 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Defence expenditures— 


National: Metencet. ge... ccm aoe ss 1,519.0 25.5 | 1,514.9 26.6 4.1 0.3 
Defence: Production; .jesclacaees Fe" 20.4 0.3 17.6 0.3 2.8 15.9 
1,589.4 25.8 1,682.6 26.9 6.9 0 
Non-defence expenditures— 
Agriculture s.,-ape tet ick ok eet ee 265.0 4.4 PEALE 4.0 37.5 16.5 
AGOMIC"HIRErEW aac — neice ates ave sra es 38.9 0.7 30.1 0.5 8.8 29.2 
Canadian Broadeasting Corporation... 67.2 is! 64.6 L7h see 5.0 
Citizenship and Immigration......... 60.6 1.0 54.9 1.0 Dat 10.4 
JixternaleAmairss, Meat. Aaeeual . Boo 103.1 iter 97.2 iby: 5.9 6.1 
Finance— 
Public ‘debt: charges../.: + oa. sea. 797.2 13.4 783.5 13.7 13: % 137 
Tax-sharing, subsidy and other 
payments to provinces............ 537.8 9.0 518.9 9.1 18.9 3.6 
Government’s contribution to the 
public service superannuation 
ACCOM Ge eee ne SAN See cena 41.4 0.7 40.0 O37, 1.4 Sen 
Ofoeret ee ee eee eee 83.2 1.4 77.8 1.4 5.4 6.9 
1,459.6 24.6 1,420.2 24.9 89.4 2.8 
FSR ETICR Oe tte eek acer ee. Se 19. 0.3 19. 0.3 —0.6 —3.0 
IRGEGSURY ete i ae eek ee 10.1 0.2 (9.9 0.2 0.2 2.0 
IRGIOR fk hire Meet at ee A Ae ec ois | 8.6 0.2 8.1 0.1 0.5 6.2 
Office of the Commissioner of 
Penitentiaries...... 5 i Rea Wer ee caph 19.1 Os3 1937, 0.4 —0.6 —3.0 
27.7 0.6 27.8 0.6 —0.1 —0.4 
EA BIOU Ie. pts secs oe ete On tee 24.3 0.4 2h 0.4 3.0 14.1 
Unemployment Insurance Act ad- 
ministration and government’s 
COBSTIDRELION Weta stele sates ee 97.2 1.6 81.6 1.4 15.6 19.1 
121.5 2.0 102.9 1.8 18.6 18.1 
Mines and Technical Surveys...... .. 59.0 120 54.4 1.0 4.6 8.5 
National Health and Welfare— 
Haritly AlOwaNnceS 22-0206 eee 506.2 8.5 491.2 8.6 15.0 ail 
Government’s contributions under 
the Hospital and Diagnostic 
Dervices ACh il tbe aden se 189.4 3.2 150.6 2.0 38.3 25.8 
[N12] et TSR Oe nc tA Pe ee ae oe cee 191.6 Shy 176.6 3.0 15.0 8.5 
887.2 14.9 818.4 14.8 68.8 8.4 
National Research Council........... 34.5 0.6 Dine 0.6 3.0 9.5 
National Revenue.................0:- 73.3 ip. 68.7 12 4.6 G.7 
Northern Affairs and National 
Riespureesas.-4ee eee ee Gear ioet 74.5 132 74.3 hes} 0.2 0.3 
POR OMEUC 4 hie tie Rone s ote c,h oe oe 178.4 3.0 165.8 2.9 12.6 7.6 
Publicgworksecwen dice ote nee 200.9 3.4 217.9 3.8 —17.0 —7.8 
Royal Canadian Mounted Police...... 56.0 0.9 52.4 0.9 3.6 6.9 
‘rade‘andi@ommerce oc... closes cae PALE 0.4 17.9 0.3 3.8 21.2 
Transport.... Sekaries shee Maan Rta ee BEY hvé ays 296.5 5.2 41.2 13.9 
Voterans 7A Sarg. neo dtc eee ole 292.3 4.9 288.3 ial 4.0 1.4 
Other Departments........... ....... 3.2 0.6 29.9 0.5 3.3 LEO 
4,421.7 74.2 4,170.4 (Bia 261.8 6.0 
Total budgetary expenditures..... 5,961.1 100.0 | 5,702.9 100.0 258.2 4.5 


@ Expenditures for divisions which are now included in the Department of Forestry and which were 
previously reported under the Department of Agriculture and the Department of Northern Affairs and 
National Resources. 
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURES 


Fiscal Years Ended March 31 
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1, The unshaded areas of the columns in the chart for health, welfare and soclal security represent pension payments out of the old age security fund not charged to budgetary 
expenditures In the year in which they were paid. 

2. Does not include those payments made to provincial and municipal governments for specific purposes. 
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Defence expenditures 


Defence expenditures which consist of expenditures of the Departments of 
National Defence and Defence Production were again the largest category of 
government budgetary expenditures. The total of $1,539 million for 1960-61 
was approximately 26 per cent of the aggregate budgetary expenditures of the 
government for that year and was $7 million more than the total of $1,532 
million for 1959-60. In 1959-60 civil defence expenditures were shown as a 
separate classification under defence expenditures whereas in 1960-61 they 
have been included in relevant departmental expenditures. For purposes of 
comparison the 1959-60 amounts have been adjusted accordingly. 

TABLE 8 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
DrreNce EXPENDITURES or 
1961 1960 decrease (—) 
(preliminary) 
Department of National Defence— 
DRTLUG HOE VICES «0 an va «othe Toten s Sos alee FUR on Hae able wT 400.1 400.8 —0.7 
TAREE OIAAG oo aa 6 inc oar t'5 3 6550s ea w'p es bo os ote 248.6 255.8 —7.2 
WA PATTI RR coe lol Ripe tl. ces ple bld= (PR akis Lola dble a aehl 749.6 728.4 21.2 
1,398.3 1,885.0 138.8 
Defence research and development.........-+---:-++:++- 44.2 39.2 5.0 
Mutual aid to NATO countries including contributions 
towards military costs of NATO...........+-++++++ 15.5 18.4 —2.9 
Government’s contribution to the Canadian forces super- 
ANNUATION ACCOUNE. ... 22... cece sec e creer ecccevecees 40.6 51.8 —11.2 
Administration and general..........20-0s0 eee eee ee eeee 20.4 20.5 —0.1 
; 1,519.0 1,514.9 4.1 
Department of Defence Production— | 
Production capacity and capital assistance........-.-.-- 1.8 2.6 —0.8 
Technological gependlity srepeasten’ camino sneer 33 a8 Lf 
Administration and general...........-+0+essereeeeeeees at -F 2 
1,539.4 1,532.5 6.9 
NS a om 
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National Defence 


Expenditures of the Department of National Defence were $1,519 million 
In 1959-60 expenditures were $1,515 million. 


Expenditures for army, naval and air services totalled $1,398 million, $13 
million more than the 1959-60 total. The increase of $21 million in the outlay 
for air services was offset in part by decreases of $7 million and $1 million in 
the outlays for naval services and army services respectively. 


Direct charges to mutual aid in 1960-61 of $15 million compared with $18 
million for 1959-60 and consisted of procurement of equipment for mutual aid 
and Canada’s share of NATO military budgets and infra-structure costs. 


Expenditures for defence research and development were $44 million com- 
pared with $39 million in 1959-60. 


The government’s contribution to the Canadian forces superannuation 
account of an amount equal to 12 times the contributions by permanent services 
personnel was $41 million, a decrease of $11 million from the total for the previous 
year. 


Administration and general costs were $20 million in 1960-61, approxi- 
mately the same as the 1959-60 total. 


Defence Production 


The total expenditure of $20 million for the Department of Defence Pro- 
duction was $3 million more than in 1959-60, due mainly to increased adminis- 
tration and general costs. Outlays of $3 million in connection with the govern- 
ment program instituted in 1959-60 of supporting selected defence development 
programs in order to sustain technological capability in Canadian industry 
were $1 million more than in 1959-60. Expenditures of $2 million for the pro- 
grams under which assistance for the establishment of production capacity and 
capital assistance is given to private contractors, Crown plants operated on a 
management-fee basis and Crown corporations undertaking contracts essential 
to the defence program were approximately $1 million less than expenditures 
in the previous fiscal year. 


Cash outlays 


Section 11 of the National Defence Act provides that materiel, not im- 
mediately required for the use of the Canadian defence forces or the Defence 
Research Board, may be sold to such countries and upon such terms as the 
Governor in Council may determine. The proceeds of such sales in 1960-61 
amounting to $6 million were credited to a special account to be used for the 
procurement of materiel. Cash outlays from this account during 1960-61 were 
$3 million leaving a balance of $7 million at March 31, 1961. 


The Department of Defence Production also makes cash disbursements for 
the procurement of materials for use in the manufacture of defence equipment 
which are not recorded as budgetary expenditures. For purposes of accounting 
and control, these amounts are charged to the defence production revolving 
fund and are treated as assets on the books of the government until they are 
billed to the Department of National Defence or sold to defence contractors 
for use in the manufacture of defence equipment. As a result of the transactions 
during 1960-61 proceeds from sales exceeded purchases by $5 million and the 
assets of the fund were reduced by an equivalent amount leaving a balance of 
$16 million in the account at March 31, 1961. 
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The following table summarizes the 
cash outl f 
Ft Hak pit ays for defence for the past 
TABLE 9 
(in millions of dollars) 


Sa sn ss ty 


Fiscal year ended 


Casx Out ays ror Derence are lem ps ah 
1961 decrease (— 
(preliminary) 1960 at 
Budgetary eee 
epartment of National Defence....................... 1 

Department of Defence Production..................... ia a oa 
1,589.4 1,582.5 6.9 

Receipts from (—) or disbursements for— 

placement of materiel account—sec. 11, National 

Proves Aet (net) e772, 2S: OSU Bae Baga —3.0 10.2 —13.2 
Defence production revolving fund (net)................. —5.0 ~9.5 4.5 
—8.0 0.7 —8.7 
Net cash outlay for defence...............c0000- 1,531.4 1,533.2 —1.8 


Agriculture 


Expenditures of the Department of Agriculture totalled $265 million for 
1960-61 compared with $228 million for 1959-60. 


TABLE 10 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
AGRICULTURE (a or 
1961 1960 decrease (—) 
(preliminary) 
Agricultural stabilization board—net operating loss.......... 53.4 57.7 —4.3 
Assistance re storage costs Of grain...............0.ecceeeees 48.2 42.3 5.9 
Board of Grain Commissioners (Canada Grain Act).......... 6.3 6.1 0.2 
Prairie farm emergency fund—deficit...............--.00005 0.2 12.5 —3.3 
Production and marketing branch— 
Contributions to Alberta, Saskatchewan and Manitoba— 

BIMEHEG CUCL COODR os ences oo ascd Vs os osse meng: em ores 1.4 4.7 —3.3 
Freight assistance on western feed grains.......-....++++. 19:2 23.8 —4.6 
RIERIED OF AHITORIS, GIVISION 45 55 ance +. «Congres ania « 8 agit 13.4 10.9 a 
Payments to western grain producers.........-2-++++00+ te Beane octtae eets os 40.5 
Premium on hog carcasses including administrative costs. 6.6 8.2 —1.6 
SERRE ten ee ees eax ce ne Ap ER eS ar ser rsa 15.9 14.5 1.4 

97.0 62.1 84.9 

Rehabilitation and reclamation projects...........-..0+0+0++ 20.3 17.6 Tare 
MR OPA ss oc nan adnan ee Toe eee 26.2 25.6 0.6 
Administration! and. general ....6 006.6 sesen wrest esinesaaewmeine 4.4 3.6 0.8 
265.0 227.5 37.5 


Payments of $41 million to western grain producers for which there was no 
comparable charge in 1959-60, and increases of $6 million for assistance re 
storage costs of grain and $3 million in outlays for rehabilitation and reclamation 
projects were offset partly by decreases of $3 million in contributions in respect 
of unharvested crops, $5 million in freight assistance on western feed grains, 
$3 million in the deficit of the prairie farm emergency fund and $4 million in the 
net operating loss of the agricultural stabilization board, 
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In 1960-61 expenditures in respect of the assistance re storage costs of grain 
and the Board of Grain Commissioners and payments in connection with the 
Prairie Grain Advance Payments Act were transferred to this department 
from the Department of Trade and Commerce under the authority of the Transfer 
of Duties Act. On August 1, 1960 Royal Assent was given to an act creating 
the Department of Forestry, comprising former divisions of the Department 
of Agriculture and the Department of Northern Affairs and National Resources 
relating to forestry. For purposes of comparison adjustments have been made 
for these items in the preceding table. 


The 1960-61 net operating loss of the agricultural stabilization board was 
$53 million compared with $57 million in 1959-60. 


Under the authority of Vote 576 of Appropriation Act No. 6, 1960, amounts 
totalling $41 million were paid to western grain producers as a higher return 
for wheat used for human consumption in Canada, and distributed on the basis 
of $1.00 per cultivated acre up to a maximum of 200 acres per farm in accordance 
with regulations of the Governor in Council. There was no expenditure for this 
purpose in 1959-60. 


Advances of $9 million made by the Minister of Finance to the prairie farm 
emergency fund to cover the year’s deficit were charged to budgetary expendi- 
tures. The comparable amount in 1959-60 was $13 million. 


Atomic Energy 


Expenditures of the Atomic Energy Control Board and payments to Atomic 
Energy of Canada Limited totalled $39 million compared with $30 million in 
1959-60, an increase of $9 million. 


Administration expenses of the Atomic Energy Control Board and grants 
for research and investigations with respect to atomic energy totalled $1 million, 
approximately the same as for the previous fiscal year. 


During the year under review $38 million was paid to Atomic Energy of 
Canada Limited for its research program, $9 million more than in the previous 
year. Of the total, $23 million was for current operations and maintenance 
and $15 million for the construction and acquisition of buildings, land, works 
and equipment including $11 million for the construction of the nuclear power 
demonstration reactor. 

TABLE 11 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Atomic ENERGY a Sr SS SE or 
1961 decrease (—) 
(preliminary) 1960 


Atomic Energy Control Bcard— 
Grants for research 
Administration 

Atomic Energy of Canada Limited— 
Research program— 


So Sfe be Lefe iw Ge Les Simin taie S lemeeatalotelaberae alert PP Va ie Pie) A PUN ee Qala Gio dite tare avavene 


SS. 
REO 
soo 
RHO 


Current operations and maintenance.... ..........-- 23501 18.6 4.5 
Construction and acquisition of buildings, works, 

land and equipment). oeraasaene. ee een Liat 10.8 4.3 

38.2 29.4 8.8 

38.9 30.1 &.8 
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In addition, loans in the amount of $2 million were made to Atomic Energy 
of Canada Limited during the year. This brought the total of advances covered, 


+ em covered, by obligations or shares of the company to $61 million at March 
: : 


Canadian Broadcasting Corporation 


Payments of $67 million were made by the government to the Canadian 
Broadcasting Corporation during 1960-61, an increase of $3 million over the total 
for 1959-60. However, it must be noted, that, of the $64 million paid to the 
corporation in 1959-60, $4 million was refunded to the government in 1960-61. 


Grants for radio broadcasting and television services increased by $3 million 
over the corresponding total for 1959-60, while expenditures for the international 
shortwave broadcasting service remained at approximately $2 million. 


TABLE 12 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
CANADIAN BroapcastiInG CoRPORATION — or 
1 decrease (—) 
(preliminary) 1960 
Grants to the Canadian Broadcasting Corporation by the 
Government of Canada— 
Radio and television services— 
Net operating requirements. ........0c.ccseeeseveese 60.0 54.8 5.2 
Capitan podwirpments:! 5.4). sees Baek Peck Be 5rd 722 —1.9 
65.3 62.0 8.8 
International shortwave broadcasting service..... pine ehily oe 1.9 2.0 —0.1 
O72 64.0 3.2 


In addition, during the fiscal year 1960-61 loans totalling $3 million were 
made to the Canadian Broadcasting Corporation for working capital require- 
ments. 


Citizenship and Immigration 


Expenditures of the Department of Citizenship and Immigration were $61 
million in 1960-61, an increase of $6 million over the total for 1959-60. 


Outlays for the Indian affairs branch increased by $5 million during 1960-61, 
due principally to increases of $3 million in expenditures for Indian education and 
$1 million for Indian welfare. Expenditures of the immigration branch were 
approximately $1 million more than the comparable figure for the previous fiscal 


year. 
TABLE 13 


(in millions of dollars) 


poo ee — eee 
Fiscal year ended 


March 381 Increase 
‘4 oy or 
CrrizENSHIP AND IMMIGRATION ee Bere er me. ee 
(preliminary) 
PIONS Ds TOTEA OL Oe nee 
Citizenship and citizenship registration........---.++++.++++ as Au et 
Framigration....... 02.20.20 eccecee cece scencecsesseesensaes - ; = 
Indian affairs)/:.7 46). .3.. «5 TPT TY SS ere a es ie -e Ht 
Administration and general.........---++++ee08 cereeeteeees ¢ ; ae) 
60.6 54.9 5.7 
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External Affairs 


Expenditures of the Department of External Affairs totalled $103 million 
in 1960-61, an increase of $6 million over the previous year. 


The principal changes in expenditure were increases of $10 million in contri- 
butions to international organizations, $2 million in costs of representation 
abroad and $1 million in administration and general, offset partly by a decrease 
of $7 million in assistance to other countries. 


Contributions to international organizations increased by $10 million during 
the year due mainly to outlays of $6 million for the purchase and transfer of 
wheat flour to assist in the establishment of strategic stock piles of food supplies 
in member states of NATO, $2 million representing Canada’s contribution to 
the United Nations Fund for the Congo and Canada’s assessment for the United 
Nations Congo Ad Hoc Account, 1960, and $1 million for Canada’s assessment 
towards the financing of the United Nations emergency force. There were no 
expenditures for these items in 1959-60. 


In 1960-61 expenditures of the International Economic and Technical 
Co-operation Branch were transferred to this department from the Department 
of Trade and Commerce under authority of the Transfer of Duties Act. The 
expenditures for 1960-61 and 1959-60 fiscal years are included in administration 
and general costs in the following table. 


TABLE 14 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
EXTERNAL AFFAIRS —_—_—— or 
1961 decrease (—) 
(preliminary) 1960 
Assistance tolother'coutriessrs:..a.5e chs aee ae tear eee 6.7 13.8 —7.1 


Canada’s assessment for membership in international (in- 


cluding commonwealth) organizations................... 4.6 4.1 0.5 
Contributions to international organizations...............-. Opi 12.2 9.9 
Grant to: Colombo plangiuncdies arene eee eee eee 50.0 DU SO eel sae baaraem aan 
Representation OROad nc. yet seanea eee aT ee ee 11.6 10.1 1b 
AGministration- ancy cenerall,.s. ao Wisk ren ee ere eee 8.1 UN Thaet 

103.1 97.2 5.9 


Finance 


Expenditures of the Department of Finance amounted to $1,460 million 
in 1960-61 an increase of $40 million over the corresponding total of $1,420 
million in 1959-60. 


Increases of $19 million in tax-sharing, subsidy and other payments to 
provinces, $14 million in public debt charges, $6 million in the government’s 
share of medical-surgical insurance premiums for its own employees (there was 
no comparable amount in 1959-60), $3 million in administration and general 
costs, $2 million in grants to municipalities in lieu of taxes on federal property 
and $2 million in the administrative costs of the Office of the Comptroller of the 
Treasury were offset partly by the decrease of $7 million in payments to the 
Canadian Universities Foundation, for the purpose of making grants to in- 
stitutions of higher learning, due to the Province of Quebec levying a special 
tax instead of accepting a grant through the Foundation. 
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TABLE 15 
(in millions of dollars) 
a 


Fiscal year ended 


ar ae March 31 —— 
decrease (— 
(preliminary) 1960 a 
ee I ae 
SON i k 
ax-sharing, subsidy and other payments to provinces...... a halo 18:9 
Government's contribution to the public service superannua- 

tion RG id a Brit nts cic mate auntie eee cho ee LE 41.4 40.0 1.4 
Grants to municipalities in lieu of taxes on federal property.. 24.5 22.5 2.0 
Grants to universities— 

Payments to the Canadian Universities Foundation..... 19.0 26.1 —7.1 
Government’s contribution as an employer to the unemploy- 

SRST eS ANCH LONG chek Hb) tL... oh GE oes oa Eade pit) 0.8 0.2 
Government's share of medical-surgical insurance premiums. TEAM (bee SR Ei 6.0 
Office of the Comptroller of the Treasury—administration 

exp EEE Hide shire Sa tehinlet . Pac AEE LRlh shteee ee eet 19.9 18.2 D7 
Adroinistration and general cin corso nec se ceed uelsccaccces 12.8 10.2 2.6 

1,459.6 1,420.2 39.4 


Public debt charges 


In 1960-61 public debt charges were again the second largest item of 
budgetary expenditure. These charges, which consist of interest on public 
debt, the annual amortization of bond discounts and commissions, the cost of 
issuing new loans and other costs incurred in servicing the public debt, amounted 
to $797 million in 1960-61 or 13 percent of all budgetary expenditure compared 
with $783 million or 14 per cent in 1959-60. 


TABLE 16 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
INTEREST AND OTHER Pusiic Dest CHARGES or 
(preliminary) 
Interest on public debt— . 
Unmatured debt including treasury bills— 
Pamnlsic i Gane tie, SOCSE Ss. cost che «2 Fens aadiesars 606.0 595.3 10.7 
Payable in oe ro re See re re 1A ne meet 
[a hoes toh ge qed areas moa Sete ee eee Tae sit py ah 
Other liabilities— 
Deposit and trust accounts...........+++00s0eseeeeee 3.6 | aan ome eee ee ee 
Annuity, insurance and pension accounts............- 7m 3 aa 4 Le 
Total interest on public debt.............0-.-+++- 756.3 735.6 20.7 
Other public debt charges— hes 
iAGoual amortization of bond discounts and commissions 38.9 45.4 = 
Cost of issuing new loans........- +--+ ++0eeeee eres er eeees : ; : : : ~~ : 
Servicing of public debt..........6..-. cece cece een e neces ne es ay 
797.2 783.5 13.7 


Interest on public debt was $756 million in 1960-61, an increase of $21 
million over the 1959-60 total of $735 million. Interest of $611 million on 
unmatured debt was $11 million higher due mainly to an increase In un matured 
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debt; interest of $145 million on other liabilities was $10 million higher due 
mainly to increases of $5 million in respect of the Canadian forces superannuation 
account, $4 million in respect of the public service superannuation account and 
$1 million in respect of the government annuities account. 


Other public debt charges amounted to $41 million compared with $48 mil- 
lion in 1959-60. The decrease of $7 million was due mainly to reductions of $6 
million in the costs of annual amortization of bond discounts and commissions 
and $1 million in the cost of issuing new loans. 


When considering the magnitude of these public debt charges and the bur- 
den they place upon the public treasury, it must be borne in mind that a sub- 
stantial portion of the debt is attributable to, or is invested in, productive or 
earning assets. Therefore, in calculating the net burden of the government’s 
annual interest charges, the income derived from loans, investments and other 
productive assets must be taken into account. For 1960-61 this income was 
$284 million as shown in the non-tax revenue section under the heading ‘‘Return 
on investments”. This amount deducted from the gross total of $756 million 
for interest as shown in the above table leaves a net amount of $472 million com- 
pared with a net of $496 million in 1959-60. Measured as a percentage of the 
net debt the burden of the net annual interest charges was 3.79 per cent in 1960-61 
compared with 4.10 per cent in 1959-60. 


Taxz-sharing, subsidy and other payments to provinces 


Payments to the provinces during 1960-61 for statutory subsidies, payments 
under the Federal-Provincial Tax-Sharing Arrangements Act, the transitional 
and additional grants to Newfoundland, and the transfer of a portion of income 
tax receipts from certain public utility companies amounted to $538 million 
compared with $519 million in 1959-60. 


Charges to budgetary expenditures in 1960-61 under the federal-provincial 
tax-sharing arrangements, including adjustments made on account of previous 
years, were $19 million more than in 1959-60. The increase was due to higher 
personal income tax collections for the 1960 taxation year and to adjustments 
necessitated in the final calculation of the tax-sharing arrangements payments for 
1959-60 which were required to be made by December 31, 1960. 


TABLE 17 
(in millions of dollars) 


Fiscal year ended 


Tax-Suarine, Susstpy AND OTHER PAYMENTS TO March 31 Increase 
PROVINCES ey 
1961 1960 decrease (—) 
(preliminary) 
Payments under Federal-Provincial Tax-Sharing Arrange- 
ments Act, c. 29, Statutes of 1956, as amended....... 504.9 485.4 19.5 
Statatory: subsidiess yee. ..: 0.0. Meme een ae oh 20.7 20h TRE ceo Sere: 
Pransitional-grant,to) Newloundland.4..00..6 61.06 eae: 0.3 0.7 _ 
Additional grants to Newfoundland.................00.e0005 feds Te3 0.4 
Transfer of certain public utility tax receipts................ 4.2 4.8 _ 
537.8 518.9 18.9 


Payments of $505 million to the provinces under the federal-provincial 
tax-sharing arrangements in 1960-61 were adjusted by deducting a total of $1 
million from the tax-sharing entitlements of Newfoundland, Prince Edward 
Island, New Brunswick, Manitoba and Saskatchewan, making a net disburse- 
ment to the provinces of $504 million. These deductions represented recovery 
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of one-fifth of the overpayments made to those provinces under the 1952 tax- 
rental agreements on account of an over-estimation of their population as 
revealed by the 1956 census. By Memoranda of Agreement with the provinces 
concerned, the 1952 tax-rental agreements were amended to authorize the 
recovery of the overpayments in equal monthly deductions from the tax-sharing 
payments to those provinces over the five-year life of the new arrangements. 


_ Statutory subsidies at $21 million in 1960-61 were unchanged from the pre- 
vious year. 


_  Asummary of payments, by provinces, during 1960-61 is given in the follow- 
ing table: 
TABLE 18 


(in millions of dollars) 


Fiscal year ended March 31, 1961 (preliminary) 


TAX-SHARING, SUBSIDY AND Payments | Transitional | Transfer of 
OTHER PAYMENTS TO PROVINCES Statutory under and certain publie 
subsidies | tax-sharing additional utility tax Total 
arrangements grants receipts 

PUTING os os ene 5 oe concn 135 28.0 8.0 0.1 31.0 
US [oii iy SIE Ee BR Bs A 2.1 SO ie Sheet ae ae 0.3 42.1 
Prince Edward Island.............. 0.6 een a ee 69) 7.9 
Row SENN WIGK.....). «..» sisi. s@hauiven . 187 Sh len, See ee 0.1 36.0 
tot TE it ee 3.3 ie IN Viste ak S - sen 172 74.9 
ot Dy 29 ae a oe aa ee 3.6 13 Spe eee ee, 0.6 118.0 
Lo ES ne Seer Ze BOLD olhscds, ae. q) 42.2 
PARROT WANE coin wc Savon ce ciacctvais arerare 201 2 ead heen sigs Bes ay 0.1 42.8 
VOU Rag OR Lig soe Cree Eo eee 2.4 ST eA BPR. ck, Se 135 61.0 
ESTA SLI clirheed ert.) a? a les Yr a ON « Ree fo, 0.3 7h: 
20.7 y 504.9 8.0 4.2 537.8 


@ Less than $50,000. 


The amount of public utility tax receipts transferred to the Provinces in 
1960-61 was $4 million, representing a decrease of $1 million from the 1959-60 
total. The 1960-61 payment represents the transferable portion of the income 
tax received from corporations whose main business was the distribution to, or 
the generation for distribution to, the public of electrical energy, gas or steam for 
the taxation year 1958. The payment was authorized by Vote 115 of Appropria- 
tion Act No. 6, 1960. 


Fisheries 
Expenditures of the Department of Fisheries amounted to $19 million in 
1960-61, $1 million less than in 1959-60. 


TABLE 19 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
FISHERIES EE See Sees or 
961 1960 decrease (—) 
(preliminary) 
BE Oe ee a EE eee 
Wt ARP OEE ees, daiwa ae «mich bed oss porsay sts 86 pean itrgees 1 m= 3 


9.9 
Canada’s share of the costs of international commissions... . 0.9 
Fisheries Research Board of Canada...........00seeeeeeees ie: 
Administration and general. ......-.-.-0-e0eeeee eee teeeeeee 3 

9.3 
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Forestry 


On August 1, 1960 Royal Assent was given to an act creating the Department 
of Forestry, comprising former divisions of the Department of Agriculture and 
the Department of Northern Affairs and National Resources relating to forestry. 
Expenditures were $10 million for 1960-61. The following table shows the 
total expenditures for 1960-61 with the corresponding expenditures of the 
Department of Agriculture and the Department of Northern Affairs and National 
Resources for 1959-60. 

TABLE 20 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
ForESTRY ei ne ae = or (-) 
ecrease (— 
(preliminary) 1960 

ORs) TESCATC AI ra aera ste note eirigeye iar en eee ae eee 4.7 0.5 
Contributions to the provinces for assistance in forest 

inventory, reforestation and forest fire protection....... 2.3 2.2 0.1 

Forest access roads and: trailsa.ic< <...cc.cthn Sop oes 0.6 1.6 —1.0 

Adiministration.and general. Usa. 5 se se ta eels ee ee 2.0 1.4 0.6 

10.1 9.9 0.2 


Justice 


Expenditures of the Department of Justice amounted to $28 million for 
1960-61, approximately the same as for the previous fiscal year. 


TABLE 21 
(in millions of dollars) 


Fiscal year ended 


March 31 
Increase or 
JUSTICE decrease (—) 
(preliminary) 1960 
Judges’ salaries and travelling allowances.................-. 5.0 4.9 0.1 
Administration and generaless see eee ee eee 3.6 3.2 0.4 
8.6 Say 0.6 
Office of the Commissioner of Penitentiaries— 
Operation and maintenance of penitentiaries............. 1553) 1322 pias 5 
Construction, improvements and equipment............. 3.1 5.9 —2.8 
AGBVINIStrALION Fe o.i0 eo ae ee EE ee One 0.6 0.1 
197 OLE —0.6 
MET 27.8 —0.1 
Labour 


Expenditures of the Department of Labour amounted to $122 million during 
1960-61, an increase of $19 million over the 1959-60 total of $103 million. In- 
creases of $9 million in the government’s contribution to the unemployment 
insurance fund, $6 million in administration and general expenditures of the 
Unemployment Insurance Commission and $2 million in payments to provinces 
for assistance to municipalities for winter work projects were the main factors 
contributing to this increase. 


CEE ee ee 
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Payments to provinces and in res i 
; pect of Indian bands by the Government 
of Canada during 1960-61 of amounts not exceeding one-half of the cost of labour 


incurred on winter work projects were $9 million c : 1 1aDOU 
1959-60. J $9 million compared with $7 million in 


TABLE 22 
(in millions of dollars) 


ee a. eee ee eres | 


Fiscal year ended 
March 31 


LaBourR 5h in Te Date gee nes die DORE BERION 
1961 decrease (—) 
(preliminary) 1960 


US a 
Payments to provinces authorized by Vocational Training 


Co-ordination PCM ws See tee glee ee Nae 8.5 8.2 0.3 
Municipal winter works program................ 00000200000. 8.9 6.6 2.3 
AgGministration and. general... 06). fo oecncue ous vawddl canoe 6.9 6.5 0.4 

24.8 21.8 8. 
Unemployment Insurance Commission— ; t 
Administration and general...............00.cccecceecee 42.2 35.9 6.3 
Government’s contribution to the fund.................. 55.0 45.7 9.3 
1 fe 81.6 16.6 
121.5 102.9 18.6 


Unemployment Insurance Act administration and government’s contribution 


Expenditures in 1960-61 relating to the Act (excluding the government’s 
payment as an employer which is included in the expenditures of the Department 
of Finance) amounted to $97 million compared with $82 million in 1959-60. 

Unemployment insurance benefit payments are not charged to budgetary 
expenditures but are paid from the unemployment insurance fund which is 
financed by equal contributions from employees and employers, by interest earned 
on investments, and by the government’s contribution of an amount equal to 
one-fifth of the combined employee-employer contributions. Further informa- 
tion in regard to the Unemployment Insurance Commission is given in section 4 
under the liability category ‘‘Annuity, insurance and pension accounts’’. 

The government’s contribution to the fund for 1960-61 was $55 million and 
administrative costs were $42 million; the corresponding amounts for 1959-60 
were $46 million and $36 million respectively. The increase in the government’s 
contribution was due partly to a full year’s effect of the increase in rates of em- 
ployee-employer contributions effective September 27, 1959. 


Mines and Technical Surveys 


Expenditures of the Department of Mines and Technical Surveys totalled 
$59 million for 1960-61, an increase of $5 million over the total for 1959-60. 


TABLE 23 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Ea CAL SURVEYS oF 
MrINes AND TECHNICA 1961 vel decrease (—) 
(preliminary ) 


a 


Emergency gold mining assistance ...........+04+-+0+eeeeees 12.1 13.1 “pe 
oe Ce RAT 3b coos os cot ne tenors cobmesacy iennes es 19.1 hs a 
Surveys and mapping...........:0eeeceee eee ee rect eee erences 15.0 yh “te 
Moanaeiornxdh 4. foods «ic bide eas) at Tih ke ONG A 4.5 8 es 
Geological survey of Canada.........--.++00sseeeeeereneeees 4.3 ie o2 
Administration and general..........-.-+0+eeeseseeereeeeeee 4.0 . é 

59.0 54.4 4.6 
be SSS ewe 


124 


Increases of $2 million in expenditures for surveys and mapping, $2 million 
in expenditures of the Dominion Coal Board, $1 million in expenses of the 
geological survey of Canada and $1 million in administrative and general costs 
were offset partly by a decrease of $1 million in payments under the Emergency 
Gold Mining Assistance Act. 


National Health and Welfare 


Expenditures for the Department of National Health and Welfare during 
1960-61 amounted to $887 million, an increase of $69 million over the total 
for the previous fiscal year. 


Outlays for the national health branch totalled $270 million in 1960-61, 
reflecting an increase of $43 million over the previous year’s total due mainly to 
increases of $39 million in government contributions under the Hospital Insur- 
ance and Diagnostic Services Act, $2 million in general health grants to provinces 
and $2 million in expenditures for Indian and northern health services. 


During 1960-61 expenditures of the welfare branch increased by $27 million 
over the comparable figure for 1959-60, due mainly to increases of $15 million 
in payments for family allowances and $11 million for unemployment assistance. 


TABLE 24 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NationaAL HeALTH AND WELFARE or 
1961 1960 decrease (—) 
(preliminary) 
National health branch— 
Government’s contributions under the Hospital Insur- 
ance and Diagnostic Services Act............-+eeee- 189.4 150.6 38.8 
General health grants to provinces.............e+0e0000: 48.0 46.0 2.0 
Indian and northern health services...............0.000- 23.0 21:5 feo 
Ober pi Vii he rcs oo Lets oid RR eae. et eee 9.4 9.1 0.3 
269.8 227.2 42.6 
Welfare branch— 
Pamily: allowances incense raster bas eae ane ace 506. 2 491.2 15.0 
Unemployment Assisva nce acai nncciverr rn ciara 51.6 40.2 11.4 
Old age’ assistance. )..a0. cnt wean Cee eee 30.7 30.3 . 0.4 
Disabled persons allowances eee eee nee ieee 16.4 16.1 0.3 
Blind persons) allowances s-eescoeen een cleaners ae eee 4.2 BEY Hh, ce eye teks wae ae 
OGHEr ee Se ee oleic ens eo ee Suro 3.0 0.3 
612.4 585.0 27.4 
AGIMInISUrAtton.ANGie GNeLrals «ste cece oeei Ree eee tere 5.0 6.2 —1.2 
887.2 818.4 68.8 


Hospital insurance and diagnostic services 


The Hospital Insurance and Diagnostic Services Act, Statutes of 1957, 
authorized contributions by Canada in respect of programs administered by 
the provinces, providing hospital insurance and laboratory and other services 
in aid of diagnosis. Payments for 1960-61 amounted to $189 million compared 
with $150 million in 1959-60. The increase of $39 million was due partly to 
the fact that during the previous fiscal year seven provinces had participated 
in the plan for a full fiscal year and two provinces for a partial year, whereas in 
the current fiscal year all provinces and territories participated under the agree- 
ments for a full year with the exception of the Yukon Territory and the Province 
of Quebec whose dates of entry under the plan were July 1, 1960 and January 1, 
1961 respectively. 
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The effective date of each agreement is as follows:—J uly 1, 1958 for New- 
foundland, Manitoba, Saskatchewan, Alberta and British Columbia; January 1, 
1959 for Nova Scotia and Ontario; July 1, 1959 for New Brunswick; October 1, 
1959 for Prince Edward Island; April 1, 1960 for the Northwest Territories; 
July 1, 1960 for the Yukon Territory; and January 1, 1961 for Quebec. 


TABLE 25 
(in millions of dollars) 


Fiscal year ended 
March 31 


Hosprrrat INSURANCE AND DraGnostic SERVICES —_—_—_—_————_—__—__———_| __ Increase 
61 1960 
(preliminary ) 

PNUD CRONE 5.3 «IIT ccs 0:6 4 seins Se eeacaes wadusd eves 5.1 4.7 0.4 
USD eS Ae 2 Salo 1 Sr era 9.6 8.2 1.4 
Preeeerverceana’.: i. ee ee 1.0 0.4 0.6 
JT PEAT ee ae ee Seno 7.9 4.6 3.3 
Rts rons yes en baent te van ineaack neve ceases JOS" * Fe eee ea 13.9 
co a Borla Ga SS” SRR fe Pr eee Geen eam 84.5 71.9 12.6 
oS ae See, one ee Nea AeaiinN ry 13.1 11.3 1.8 
REABOHOWABNG 6 E86 cc oe 5 scare} er0hh Oeie w 0 occ cia uhelstelulslcldlghheatciets 14.5 13.4 i He 
Cee EE 6s CAB iso chess oh s ARAB Wier os othe mizentak ancien: 16.9 a hs Of 12 
MEME RRUES EIU Ns ee =. on a6: «.0,0,0:%.4 diue widingn fh «is, ere bec areefa 22.5 20.4 2.4 
Northwest and! Yukow Territories: $44 . 03 6.. deer seoesewerses Oc4 eb rereeeneenes: 0.4 

189.4 150.6 38.8 


General health grants to provinces 


General health grants to provinces for assistance in hospital construction, 
general health services and the control of diseases amounted to $48 million in 
1960-61, an increase of $2 million over the 1959-60 total of $46 million. 


TABLE 26 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
GENERAL HeattH GRANTS oo or 
1961 1960 decrease (—) 
(preliminary) 
Dasprienrama titi), . 6515 IS. LS, Leb. SU 0.9 1.2 —0.2 
ES ee a, a a ee ee Oc e e c 2.9 1.6 1.4 
PPE ERIATIC. 3G os cee ne ca ceseiga kis sms uocslccais ee 0.3 0.4 —0.1 
Dipeee PRUE ag TE os VILE aks Aovts, chi Ao tie olele a SG» Holes aivieminnes 1.8 1.3 0.5 
MRR AS: cesses bovis « Os Sniaeyes Ani skb Bird eSan* oes 13.9 15.1 —1.2 
ee ea ica alg vie visa sis 8 Rae ails Metals Le 15.9 15.1 0.8 
WAAL, SIA PE ho eee c Peek Pace cokes pesca yas te ow vse ees» 2.6 2.3 ae 
Siicodatecrgans 2520. des dss HELEOW Ek CREEL. BERD URE 2.4 242 0. 
COPED Se A a eee See mre ee A een De 3.0 2.9 0.1 
British Columbia.......... ee rrr tee ere 4.2 4.0 0.2 
Northwest and Yukon Territories. ...........eeeeeeeeeeeees 0.1 OLD BIRON..O4.4000 
48.0 46.0 2.0 


Family allowances 


Family allowances are payable in respect of all children under sixteen 
years of age, resident in Canada, with minor exceptions such as in the case of 
children of immigrants who must reside in Canada a year before an allowance 
is payable. The monthly allowance is $6 if the child is under 10 years and $8 
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in the age group 10 to 15. Children of immigrants receive family assistance 
of $5 per month during their first year of residence in Canada from the Depart- 
ment of Citizenship and Immigration if during that period they are under 
sixteen years of age. 


Family allowance payments in 1960-61 amounted to $506 million and repre- 
sented 8 per cent of total expenditures. The increase of $15 million over the 
previous year reflected the increase in the number of children in the eligible 
age groups. 

TABLE 27 
(in millions of dollars) 


Fiscal year ended 


March 31 
Famimy ALLOWANCE PAYMENTS ——__—_—___—______————-—_|_ Increase 
BOs 1960 
(preliminary) 

Newfoundland. occ cacanc cc. ot is ose seis e.ctebecete eras crosracts 16.0 15.6 0.4 
ING VAS COULa a cferrus-stttate so ofers tra vane penetrate lors erate at Aeptadetatot terete 21.2 20.9 0.3 
Prince Hd ward} Tslandig. cor caten etter cicntyereicet ortasceyse- 3.1 3.1 | eaeaeeoadaabes 
INewSBruns wick:..cctte cine us srels 4 svcasae tte oun clatseletent acheter: 18.9 18.6 0.3 
Quebeeks secs stesououta comme sesh AEM oonleacsbpiatlgadnaatrios 154.2 150.5 Sil 
OU fatiOns cs cen lones ys ebasfeiea est Ne ee eelvicals ete tiers Memsrrere eer 162.6 156.7 5.9 
Manitoba occ er tener tn sicds ciate Pans bie mint tearnoret cede ete acces 24.4 23.7 0.7 
Saskatchewan. .cscossrs c's vies sisagh aera seminn wa auld eaeeten 25.8 25.3 0.5 
Plog eee en cette eta Gn cama nomocioaa con ds so ames omors oc 4 37.4 35.7 037 
British Columbia: ir tenses, see sania artoeieee ee skate eoatacte 41.4 40.0 1.4 
Northwest and Yukon Territories.........2..+s.ce-see0+0> 1:52 That 0.1 

506.2 491.2 15.0 


Old age assistance, disabled persons allowances, blind persons allowances and 
unemployment assistance 


Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $55 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group 65 to 69. (Under the Old Age Security 
Act, all persons 70 years and over who satisfy the residence requirements of 
the Act may receive a pension of $55 per month from the federal government out 
of the old age security fund.) Similarly, the federal government reimburses 
the provinces under the Blind Persons Act for allowances of not more than $55 
per month to blind persons in need 18 years of age or over by paying 75 per 
cent of the total payments, and under the Disabled Persons Act by paying 50 
per cent of not more than $55 per month for allowances to disabled persons in 
need 18 years of age or over. In 1960-61 payments of $16 million in respect 
of disabled persons allowances, $4 million for blind persons allowances and $31 
million for old age assistance were approximately the same as in 1959-60. 


Under the Unemployment Assistance Act the federal government contrib- 
utes up to 50 per cent of the cost of unemployment assistance paid by the 
provinces, subject to certain deductions as set out in the Act. All provinces 
have signed agreements with the federal government. There was an increase 
of $11 million in these contributions over those for the previous year. 
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TABLE 28 
(in millions of dollars) 
Fiscal year ended March 31, 1961 (preliminary) 


FepERAL SHARE or Otp Aar Assistance, DISABLED 

Persons ALLowances, Burnp Persons ALLOWANCES Old Disabled Blind Unem- 
AND UNEMPLOYMENT ASSISTANCE age persons persons ployment 

assistance | allowances | allowances | assistance 


ee ess 


on NOU) RRR ee a Lon 0.4 0.2 2.8 
UG EN sl BR oa ee A a. a oe es 1.6 0.8 0.4 1.6 
Ngee ob, ie OTS cs i er oe’ 0.2 0:2 q@) 0.1 
TRCN OTW ID Roy oe .. da s s eB es occ ah ov awecds 1.8 0.6 0.4 1.4 
SIESTA ES PE es a a ae 10.8 8.5 1.5 14.2 
RARER NE ore oi gale cio di clellelvial sis c¥iceces cae 6.7 3.9 0.8 13.3 
PE UIO Eee arash S4k <isa ses Cacia ewe vac Deen 1.6 0.4 0.2 3.0 
RenRunOne Wen Lars: 2 Ae 6352 2. ode ad. ce eel dads 1.8 0.4 0.2 2.2 
IPE SE? Pee OSES SS. SS TORR 2.0 0.6 0.2 2.6 
PMR UITILSER sp hoe cc. 5.6 cas hia cena cindiendwancevan. 2.4 0.6 0.3 10.3 
Northwest and Yukon Territories.................... 0.1 () @) 0.1 

30.7 16.4 4.2 51.6 


@ Less than $50,000. 


National Research Council 


Expenditures of the National Research Council amounted to $35 million in 
1960-61, $3 million higher than for 1959-60. Increases of $1 million in scholar- 
ships and grants in aid of research, $1 million in construction or acquisition of 
buildings, works, land and equipment, and $1 million in administration and 
general expenses were the main factors contributing to this increase. 


TABLE 29 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NationaL ReEsEARCH CoUNCIL or 
961 1960 decrease (—) 
(preliminary) 

Construction or acquisition of buildings, works, land and 
PPDIAGHUG, ©. Sac tew aie Vialag vv peleters wae». sssrorarsnoverspecorotaracors 5.3 4.3 1.0 
Scholarships and grants in aid of research..........-+.+++++- 10.4 9.4 1.0 
Adinmisization and Paneral. «6... <Gc de> 0 s00, 5 cccrpereienarorarersiarsisio 18.8 17.8 1.0 
34.5 31.5 3.0 


National Revenue 

Expenditures of the Department of National Revenue totalled $73 million 
in 1960-61, $5 million more than in 1959-60. 

Increases of $3 million in expenditures of the taxation division and $2 
million in outlays of the customs and excise divisions were responsible for the 
increase. 
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TABLE 30 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 


NATIONAL REVENUE 


or 
1961 decrease (—) 


(preliminary) 1960 
Gustoms and exciseldivisions: tac. ¢feareiadetdere's ole bre were ais 39.0 36.9 251 
Taxation ALivislONn dds: casita edb acisentriclresbeiecites teeucesae 34.1 31.6 2.5, 
Lar(eorente uber elu jetornacler ckAncas coOnooncobocrodpedoucnsoncan 0.2 ar geen ome 
(BES 68.7 4.6 


Northern Affairs and National Resources 


Expenditures of the Department of Northern Affairs and National Resources 
in the fiscal year 1960-61 were $74 million, approximately the same as the total 
for 1959-60. 


Decreases of $1 million in expenditures of the northern administration 
branch and $2 million in outlays of the national parks branch were offset by the 
increase of $3 million in contributions to the provinces to assist in the develop- 
ment of roads leading to resources. 


On August 1, 1960 Royal Assent was given to an act creating the Depart- 
ment of Forestry, comprising former divisions of the Department of Agri- 
culture and the Department of Northern Affairs and National Resources relating 
to forestry. For purposes of comparison adjustments have been made for these 
items in the following table. 


TABLE 31 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NorTHERN AFFAIRS AND NATIONAL RESOURCES a or 
1961 1960 decrease (—) 
(preliminary) 
Canadian government travel bureau.................eee0ee- 2.7 2.3 0.4 
Contributions to the provinces to assist in the development 
Ol roads leading to:resources=7. 4. aceon bie oie 12.0 9.0 3.0 
Nationaliparkesibranchis.n.ceteceae. tc eee oe eee e ee 24.0 26.0 —2.0 
Northern Administration branchia.ceen. eee heer nenrn 29.3 30.7 —1.4 
Watenzesources: branclt ...i..4 «6 sectemthce eno perenne 2.0 2:2 —0.2 
Adumunistrationtand general’. ja.casse een cere eee eee 4.5 4.1 0.4 
74.5 74.3 0.2 
Post Office 


__ Gross expenditures of the Post Office Department for 1960-61 were $207 
million, an increase of $15 million over the 1959-60 outlay of $192 million. 


Remuneration of postmasters and staffs at revenue and semi-staff offices, 
commissions at sub-offices and certain other authorized disbursements are paid 
from revenue. These payments, included in the total of $207 million, amounted 
fe aah ree in 1960-61, an increase of $2 million over the comparable total 

or —60. 
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TABLE 32 
(in millions of dollars) 


<a. 


Fiscal year ended 


ae March 81 es 4 oP oe 
1961 decre - 
(preliminary) 1960 eat! 
Charged to budgetary expenditure— 
Operations—salaries and other expenses of staff post 
offices, district offices and railway mail services; 
and supplies and equipment and other items for 
TEVERUS TOM OICES. be). hh Lie kliss wide LLEIs | sad. aes 111.0 101.3 9.7 
Transportation—movement of mail by land, air and 
_ water..... TEU Ao S82 Bn Ge eee Oe Re ee ea 62.2 59.8 2.4 
Financial SSA ESD: Gets SR 1 eee, ale Se ee enn ee tr. 2.9 0.2 
Administration and general. ..... 00.0.0. c.cccececcee... a | 1.8 0.3 
Charged to revenue— — satin: 8 
Operations—salaries of postmasters and staffs at revenue 
and semi-staff offices, commissions paid at sub-offices 
and other disbursements................eccececceces 28.4 26.0 2.4 
206.8 191.8 15.0 


Public Works 


Expenditures of the Department of Public Works for 1960-61 amounted 
to $201 million compared with $218 million in 1959-60, a decrease of $17 million. 


TABLE 33 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Pusuic Works —.- or 
1961 decrease (—) 
(preliminary) 1960 ( 
Public buildings—construction and services— 
Acquisition, construction and improvements of public 
buildings— 
CPR ALARA Clie Bae’ 95 Sly Ph) OE Ta ae ee Pe 8.4 16.3 —7.9 
Otter Canttes 1 (ANAS ov coated es oer eis oreid overs ore» 18.3 27.8 —9.5 
RBI AMAL Ue tien ioe ies ne arnie dee nee ne 4.3 0.5 3.8 
Maintenance and operation’ (5 150). v.14. ole dn dele bls oc o's 43.4 41.5 1.9 
Byirnitnre and -darnishing se. .: ..cxsmiiess oi + sted sis ve ds eee 2.6 2.5 0.1 
OMS DEP VCHLION Ste ere ats > ala die Se bet nse desta olpis Magearaimee c 0.2 OD ls ication we 
View 88.8 —11.6 
Harbours and rivers engineering services— 
Acquisition, construction and improvements of harbour 
Ben SRVEL WOLKE. ries sce cease ae Ras ppe ee tn eteyes » 29.9 31.6 —1.7 
persed rs So tices eat tees « Crests doles ere 6.1 4.8 1.3 
SE NE ELE ee ee a ee ae ye 0.9 0.8 0.1 
$6.9 87.2 —0.8 
Development engineering services— 
Trans-Canada highway division— 
Contributions to the provinces under the terms of 
the Trans-Canada Highway Act........... seaan 48.7 53.2 —4.5 
Contribution to the Province of New Brunswick— 
dam on Tantramar -River....1000..0eveve eros ew) es eee et ere es 0.1 —0.1 
Construction through national parks.............+++ 9.2 12.0 —2.8 
‘eT A Re er One a) ee eee eer en 4.5 4.1 0.4 
62.4 69.4 -7.0 
eB: a ere ey eee ere ek ny Pare ee 3.7 2.4 1B 
National Capital Commission. .........--+++++eereerererees 6.3 6.2 a 
Administration and general..........-.+++.eseeeceeeeeeeees 14.4 13.9 ‘ 
200.9 217.9 —17.0 


94521-2—9 
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Decreases of $12 million in public buildings—construction and services, 
and $7 million in development engineering services were offset partly by the 
increase of $1 million in payments to Central Mortgage and Housing Corpo- 
ration in respect of defence housing administration, housing research and the 
clearance, replanning, rehabilitation and modernization of blighted or sub- 
standard areas and reimbursement of losses sustained as a result of the oper- 
ation of federal-provincial housing projects. 


The decline of $12 million in outlays for public buildings—construction and 
services during 1960-61 was due mainly to a reduction of $8 million in expen- 
ditures for the acquisition, construction and improvement of public buildings 
in Ottawa and $9 million in other centres in Canada offset partly by an increase 
of $4 million for similar expenditures in localities outside of Canada. 


The decrease of $7 million in the expenditures of the development engineer- 
ing services was due mainly to decreases of $4 million in contributions to 
provinces under the terms of the Trans-Canada Highway Act and $3 million 
in costs of construction of the Trans-Canada highway through national parks. 


Royal Canadian Mounted Police 


Expenditures for the Royal Canadian Mounted Police amounted to $56 
million for 1960-61, $4 million more than the total spent in 1959-60. 


Payments as shown in the table represent gross expenditures; payments 
received from the provinces for police services amounting to $10 million were 
credited to revenue. 


Increased expenditures of $1 million for the land, air and training divisions, 
$1 million for higher costs of headquarters administration and national police 
services and the increase of $1 million in the government’s contribution to the 
Royal Canadian Mounted Police superannuation account, were the main 
factors contributing to the overall increase of $4 million in departmental 
expenditures. 


Effective April 1, 1960, by an Act of Parliament, the Royal Canadian 
Mounted Police pension account was renamed the Royal Canadian Mounted 
Police superannuation account. Under the new Act the government’s contri- 
bution is based on the total amount paid into the account by contributors during 
the preceding quarter while under the old Act the government’s contribution 
was based on the total amount paid into the account by contributors during 
the previous fiscal year. Consequently, the government contributed to the 
fund in 1960-61 an amount based on payments by contributors during 1959-60 
and an amount based on payments by contributors for the period April to 
December, 1960, inclusive. 


TABLE 34 
Gin millions of dollars) 


Fiscal year ended 


March 31 
Royat Canapian Mountep Pouce _ Sere? os 
1961 1 c6 ecrease (—) 
(preliminary) 
Land, air and training divisions: -.aee ese) e eo. nee ee ne 41.4 40.1 Lae 
Manrinewer viCeshes. See. hoe ebeac So Reno een ef 1.9 —0.2 
Government’s contributions to Royal Canadian Mounted 
Police superannuation account....4.@.«<--cchc.s.. sss ss cnn 2.9 1.5 1.4 
Pensionsand otber benefits.) eee. ee ee 2.9 0.3 
Headquarters administration and national police services. .. 6.8 6.0 0.8 
56.0 52.4 3.6 
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Trade and Commerce 


Expenditures of the Department of Trade and C : 
i . omm totall 2 
lion for 1960-61, an increase of $4 million over the sreviols ELE alled $22 mil 


ee significant factors responsible for this increase were increases 
oO million in expenditures of the Dominion Bureau of Statistics, $1 million 


in outlays for the trade commissioner service and $1 million for administration 
and general. 


In 1960-61 under the authority of the Transfer of Duties Act, expenditures 
in respect of assistance re storage costs of grain, Board of Grain Commissioners 
and Prairie Grain Advance Payments Act were transferred to the Department 
of Agriculture and expenditures of the international economic and technical 
co-operation branch were transferred to the Department of External Affairs. 
For purposes of comparison the 1959-60 amounts covering these items have 
been reported under the respective departments. 


TABLE 35 
(in millions of dollars) 


Fiscal year ended 
March 31 


TRADE AND COMMERCE a ees ere or 
1961 decrease (—) 
(preliminary ) 1960 
Dominion Bureau of Btatistics, ...¢.6...0<:b-...s..seecbeses 10.4 8.4 2.0 
WNataonal Wnergy Board... 3.2... 8... occ chinnnes  bOSSeNE ay 0.4 0.2 0.2 
Sar aE were | a i te ee, Le eee 2.5 2.4 Ort 
Praise Gomi yIesOuer SErviCel «oo. 5c accussk ss ceve cece sccm 4.5 Sar 0.8 
Adranietration and genpral.t .... 0 MRR .. cok ns cece eee wised's 3.9 3.2 0.7 
v4 tat 17.9 3.8 


Transport 


Expenditures of the Department of Transport amounted to $338 million in 
1960-61, an increase of $41 million over the total of $297 million in 1959-60. 


The increase of $11 million in outlays for air services was attributable pri- 
marily to expanded services for aviation and consisted for the most part of in- 
creases of $6 million in outlays of the civil aviation branch and $3 million in 
costs of the meteorological branch. 


Canal services expenditures increased by $1 million in 1960-61 while outlays 
for marine services declined by $10 million due to a decrease in expenditures for 
construction or acquisition of marine service steamers. 


Expenditures for railway and steamship services increased by $15 million 
due to an increase of $13 million in payments under the Freight Rates Reduction 
Act and the increase of nearly $3 million in construction and acquisition of 


auto-ferries. 


The payment in respect of the Canadian National Railway deficit for the 
calendar year 1960 was $67 million, $24 million more than for 1959 and the 
payment in respect of the Trans-Canada Air Lines deficit for the calendar 
year 1960 was $3 million. In 1959 the air lines had a small surplus. Non- 
active advances to the National Harbours Board were $1 million less than in 


the previous fiscal year. 
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TABLE 36 
(in millions of dollars) 


Fiscal year ended 


March 31 
TRANSPORT ——_—_—__________————_| Increase or 
1961 1980 decrease (—) 
(preliminary ) ; 
Air services— 
Civiliaviation branchisiits....0). dit eke. ede ceo 83.5 77.4 6.1 
Meteorolocical branch asm fen aabs © aan tes ce varrcre 16.6 tes 3.0 
Telecommunications PLAUC Is re cstidcs miter rite as eraes ae 30.0 29.3 Or 
Administrations. Aico clatetadale heads atten a eae sta 4.8 4.2 0.6 
184.9 124.2 10.7 
CamaliS@rviCes.. ss.ccrmsa te ctoterasccaes «arcu pen ke ers eaca i reeeeS 6.4 5.8 0.6 
Miarine' S6rviCes:.'4. bars demos fren Bleeder ee Sietste se abnete cients iets 42.8 53.3 —10.5 
Railway and steamship services— 
Maritime Freight Rates Act— 
Difference between tariff and normal tolls.......... 14.1 14.3 —0.2 
Freight: Rates Reduction®Act...c2... -.--ae ees 20.4 7.8 12.6 
Construction and acquisition of auto-ferries.............. 5.3 2.4 2.9 
LON AIYs) eee 1 peta a ene AEG OManUCa ec 1.0 1.3 —0.3 
40.8 £5.8 15.0 
Board of Transport Commissioners— 
Maintenance: of trackdge scence cee en peer re ae neers 7.0 0 aes oS tae en a 
Railway eradecrossine Una ae ete eer enter oe 15.0 Lo Ompe |i oe ees eee 
Administrabionvana eeneralen ess. ceca. ceate ae car ao ener 1. 1 Nae Nie enn ee cok 
238.2 £3: 2ird~ * | Som Ae ebtaehides 
CanadisnaMaritime Commission... cece cabieiescsneielel easier 6.9 6.7 0.2 
Crown corporations— 
Deficits— 
Canadian National Railways.................+s+0+: 67.5 43.6 23.9 
pbrang-CanadavAin EAnesacnceuser tie see ore cakree lace 2600 Ales. Sepa 6 2.6 
OFF 1s) Gara che. ena nM ay Es ne Soe aan eters: 8.2 8.6 —0.4 
Non-active advances— National Harbours Board........ 0.6 1.9 —1.3 
78.9 54.1 24.8 
Administration andescneral Bee cepen enn erie desea mae eta 3.8 3.4 0.4 
337.7 296.5 41.2 


Veterans Affairs 


Expenditures of the Department of Veterans Affairs amounted to $292 mil- 
lion in 1960-61, an increase of $4 million over the 1959-60 total. 


__ Increases of $2 million in outlays for treatment and welfare services, $2 mil- 
lion in war veterans allowances and other benefits and $1 million in pensions for 
disability or death were the main factors responsible for the increase. 


TABLE 37 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
VETERANS AFFAIRS — or 
1961 decrease (—) 
(preliminary) 1960 
Pensions for disability or death..................0ccceeeeees 150.7 149.7 1.0 
Treatment and welfare services...........-ccsccceceesccccee 58.7 57.1 1,6 
War veterans allowances and other benefits................. 64.7 63.2 1 
War service gratuities and re-establishment credits.......... 2.9 PARRA EE «a eee 
Soldier Settlement and Veterans Land Acts— 
Administration and general................00ceeceeeeees 5.1 5.2 —0.1 
Provision for reserve for conditional benefits, Veterans 
Tan ACE. cc ct meet ee eee ee ee 3.5 3.8 —0.3 
Departmental administration and miscellaneous payments. . 6.7 6.4 0.3 
292.3 288.3 4.0 
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All Other Departments 


Expenditures of the departments not dealt with in preceding sections 
amounted to $33 million, an increase of $3 million over the total for 1959-60. 


TABLE 38 
(in millions of dollars) 


Fiscal year ended 


March 381 Increase 
Aut OrHer DEPARTMENTS ee or 
1961 decrease (—) 
(preliminary) 1960 
MINE SERED te Sod lc ela eh oe ty oa By ty ew ae 0.9 OR MS (bees Be eS eee 
ariel DFOAUCARE GOVEFDOMS. .......0 cc conc cere <suverccess 0.3 0.2 0.1 
STIS IGBLOFAL CMOOP. | occc 5 scs'ss ccs dHaM ease LEE LUNGT 0.6 0.3 0.3 
ge eE TIO GCOMNTRIBSION ¢ 5 cscs amin s «dem snde x od see dn ai's see's 4.2 3.6 0.6 
Governor General and Lieutenant-Governors................ 0.4 Oe Selle near eaor rao 
Wa I oe ee pas og Saitieg eos fsa nio aaah ow sos 1.3 1.2 0.1 
Ce 2 Ste SE il gle it ns Sees oe 8.5 Wet 0.8 
CPST OSU SCs Do rn en an 4.9 4.6 0.3 
Nutsemmbiaallery GiCanadal se. 6 soos seen ds vac vcavcccee 1.0 0.7 0.3 
Pere OT as Os Oe oe cet he rib aie ee sing Abas os tes 1.9 1.4 0.5 
Public Archives and National Library...................... 0.8 az 0.1 
Publis Printing and Stationery .. 0.0.60. scnrsecsseweseecess 3.5 Btn bite es 
SEMPER AMEE ae | cut. < <case © snmeaah «oar ct Meme 4.9 4.7 0.2 
33:2 29.9 3.6 
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4. SUMMARY OF ASSETS AND LIABILITIES OF CANADA 
AS AT MARCH 31, 1961 


A condensed statement of the assets and liabilities of the Government of 
Canada at March 31, 1961, the comparable balances at March 31, 1960, and 
the changes in each category during 1960-61, is shown in the following table. 


TABLE 39 


SuMMARY or ASSETS AND LIABILITIES OF CANADA 


(in millions of dollars) 


Balance at March 31 Increase 
— 0 or 
1961 = 
(preliminary) 1960 derngmes.tsr) 
LIABILITIES 
GunrentanGdedemancdelia ollie lesmeyactsaye cee cistron series ene rercee 1, 148.7 1,099.1 49.6 
DepositranGatris t:ACCOUMUSe eres ereste sec ste sree ioc site sfonsterssaiees tron 236.3 242.7 —6.4 
Annuity, insurance and pension accounts................-+665 3,953.8 3,565.4 388.4 
Undisbursed balances of appropriations to special accounts... 104.6 96.6 8.0 
Deferredkereditsymecacmmeisn necro tina e otis so hottinicacieertetrntienns 79.3 84.0 —4.7 
SUSPENSE LACCOUMUS ner. ten.ccecleccoete eyes tars meanelereaoto nutes ate nce ovousves eels 10.6 8.5 2.1 
Unimaituned™.d eb tigress scaccatecorarctneeces ep tersetoms secs eracets 16,067.9 15, 890.1 177.8 
oOtvalelie Dlbltles ivi wccer aie eerie rks Cree 21, 601.2 20, 986.4 614.8 
ASSETS 
@urrentrASSetsrancesertetire stor cr eitan cinertetre nee ere ereueroee tant i (HO? 862.2 —91.0 
Advances to the exchange fund account...................5. 2,024.0 1,960.0 64.0 
Sinking fund and other investments held for retirement of 
AINE AUTEM SIL: arya tia ema eens he TIE ieee crete: 16.7 S50 —68.6 
Loans to, and investments in, Crown corporations........... 3,629.5 3,446.7 182.8 
oans to nationaligovernments.... sc. centile omisisie veal oe i tenses 1,378.4 1,414.5 —36.1 
Otherloans andunvestmentssouses ce seer eticeiies seeieraaroee 1,022.6 934.5 88.1 
Securiticesiheldin trusts con-cnscc, oo e se eer ci erie 34.4 30.6 3.8 
DeferredFohargves carne soma eee re ene 130.8 151.0 —20.2 
Unamortized portion of actuarial deficiencies— 
Canadian forces superannuation account................- 326.3 BOE UM tro .s, Spcucieererer 
Public service superannuation account................+-: 276.7 139.0 137.7 
USHENSE-ACCOUNUSs.co ce aieccs sc ete AS aera iCr eR Yee ea () 0) are 9 RR eRe x8, hate 
@anitalasseteraccnacs ec enon eee ee eee (2) 2) Re Cs aioe: 
Inactivevloansiandvinvestiments: ..ca0) see a cneeie re acto 94.8 93.5 irs 
Mo taliassetseune acces os nee cin et eats ene eee eee 9,705.4 9,443.6 261.8 
Less; reserve for losses on realization of assets............... —546.4 AG ee | mere eerie 
INGtrassctsne. cr nerrao ce Mere en come eee Lee 9,159.0 8,897.2 261.8 
Net debt represented by excess of liabilities over assets..... 12,442.2 12, 089.2 (3)353.0 


Less than $50,000. 
(2) Shown at nominal value of $1. 


) Reflecting the budgetary deficit of $345.5 million plus an adjustment of $7.5 


of prior years’ transactions. 


million in respect 


A. CHANGES IN PRINCIPAL LIABILITY CLASSIFICATIONS DuRING 1960-61 


The gross liabilities of the government increased by $615 million during the 
fiscal year. ‘The main changes were increases of $388 million in annuity, insur- 
ance and pension account balances, $178 million in unmatured debt and $50 mil- 


lion in current and demand liabilities. 
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TOTAL LIABILITIES 


Fiscal Years Ended March 31 
25000 Millions of Dollars 25000 


(1%) OTHER LIABILITIES 
p> > (1%) DEPOSIT AND TRUST ACCOUNTS 
CURRENT AND DEMAND LIABILITIES 


SN 20000 
ANNUITY, INSURANCE AND PENSION 
ACCOUNTS 
\ 
Ui YY; UNMATURED TREASURY BILLS ! 15000 
10000 
UNMATURED BONDS 
5000 
. E 0 
1954 1955 1956 = 1957 1958 1959 1960 1961* 1961" 
1, Also Includes treasury notes for the fiscal years ended 195458 Inclusive. 
© Preliminary 


Current and demand liabilities 


This category consists of obligations of the government payable currently 
or on demand. ‘The principal changes were increases of $16 million in accrued 
interest, $13 million in interest due and outstanding, $12 million in matured 
debt, $10 million in the revaluation adjustment of the Canadian dollar balance in 
the international monetary fund and $6 million in outstanding treasury cheques 
and a decrease of $9 million in accounts payable. 


TABLE 40 
(in millions of dollars) 


Balance at March 31 


Increase 
CURRENT AND DeMAND LIABILITIES 1961 or 
(preliminary) 1960 decrease (—) 
Outstanding treasury cheques............-+s0eeeeee: Sree 235.1 228.8 6.3 
Accounts payable @).... 66.6: odds es Ss Gaeeanon ne ethos 235.8 245.1 —9.3 
Non-interest bearing notes payable to the international mon- 
etary fund and the international bank for reconstruction 
ANd Geyelopment,.sscptusd ean cee nea sre, Speen Santana Me renee 383.7 381.8 1.9 
Matured debt dutstanding......@.ac0+-.-.eekewees emer eae $208 20.1 12.2 
Interest due and outstanding ee ees Pee ee eA ae 70.4 57.7 Tet 
Interest accrned =.7, ce6- 45.5.4. 9o% Re er airs tick Gaga 154.0 137.6 16.4 
Post office—outstanding money orders............ Bani Sit, 22.6 22.5 0.1 
Outstanding letter of credit cheques..... CP ee Le 4.5 5.4 —0.9 
International monetary fund—revaluation adjustment of 
Canadian dollar balance............-- “a ete ees cathe TORT ese os ocean 10.1 
Other enrrent Wabilities....6s.o< bs» sc sinc +o ove eww aie oe ee 0.2 0.1 0.1 
1,148.7 1,099.1 49.6 


() Payments made in April in accordance with section 35 of the Financial Administration Act but 
which are applicable to the previous fiscal year. 
Deposit and trust accounts 
In these accounts are recorded sundry funds deposited with, or held in trust 
by, the Receiver General of Canada for various purposes. Wat 47 
The principal changes during the year were an Increase of $7 million in 
Crown corporation deposits and a decrease of $5 million in contractors securities. 
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TABLE 41 
(in millions of dollars) 


Balance at March 31 


Increase 
Deposit AND Trust AccouNTS or 
greliminary) 1960 decrease (—) 
Army benevolent fund 5. .cs cc 20 ase reine. a eee 6.5 6.9 —0.4 
Canadian Pension Commission—ad ministration trust fund... 1 fea 10.3 0.8 
Cotitractors holdbacksier avers. o tind. < .. «.. eaeneraees 16.8 17.4 —0.6 
Contractors securities—sundry departments— 

Mas lic 5 dbs tag argue odie v6 avec ss ESOT © 2-00. 4 9.4 14.1 —4.7 
Bonds sw. eccshis o sve bale.w spe 05 5 > REDS oa coer 11.8 11.9 —0.1 
Certified Cheques. .s:sc.c05 cco «ce <ReeReee ates) oi os: COR eR nea 1.3 BY, —0.4 

22.65 Cire —65.2 
Crown corporation, deposits........ .sacmiaeys- ++ -1tneaer Ne savor 19.4 12.6 6.8 
Emergency gold mining assistance—holdbacks.............. 1.4 2.3 —0.9 
Guarantee deposits— 

Customs and excise. ci... +... eee. «+ eee 4.4 6.1 —1.7 

Northern Affairs and National Resources............... 9.0 8.3 OUT 
Indian trust. ftnd Sin. i:65 . <o<.sa secs «5 5 MER itees os. <1 nee eee 28.5 29.2 —0.7 
Korean operations pool.......<.\. «4. seeeieei «+s.5- «enemies 16.1 LG SESS ee ees 5 os 
National Harbours Board—special accounts................- Dek 6.6 -1.5 
Post office savings banik.......0.... 2. fees «+ «eee eee 28.8 29.4 —0.6 
Soldier settlement and veterans land acts trust account— 

TACs 1G) 021) ope ree ara EDe NET RAEI IP WIR ITER FSP ERE SEER T PAGES OO SIA eed) 5 —0.7 
UnitediStates of Americans... tashccenm ce nat accel 32.9 33.9 —1.0 
Warelarmsorundl—=——wWOrl@ wane 2 occ eriaielaeus cits cisieaien els cenlcorerere iygail 3.0 -1,9 
Instalment purchase of bonds, public service................ LS? 10.3 1.0 
COGS rate crt ata eae ah aoe oh tee Sere mre ee ec eieioe acre ei 18.9 19.4 —0.5 

236.3 242.7 —6.4 


Annuity, insurance and pension accounts 


In this category are recorded the amounts to the credit of the various 
annuity, insurance and pension accounts. 


TABLE 42 
(in millions of dollars) 


Balance at March 31 


Increase 
ANNuItTY, INSURANCE AND PENSION ACCOUNTS 1961 or 
(preliminary) 1960 decrease (—) 

Unemploy mentunsurancetunG sy icicc.cos sete cen qa) 267.6 371.3 —109.7 
Less investment in bonds and accrued interest............... — 247.6 —354.5 106.9 
Uninvested funds on deposit with the government........ 20.0 22.8 —2.8 
Government, annuities..c25. 04. er pees cco ee 1,198.7 1,156.9 41.8 
Public service superannuation account.................0e008. 1,467.7 1,229.6 238.1 
Canadian forces superannuation account................esee: i el bars pat! 1,053.0 102.4 
Other es 2c betes. do reser Se ee A ee on 112.0 103.1 8.9 
3,953.8 3,565.4 388.4 


Includes loan of $67 million from the Minister of Finance. 


Unemployment insurance fund 


There was a decrease of $3 million in the uninvested funds of the Unem- 
ployment Insurance Commission on deposit with the government. During the 
year there was a decrease of $110 million in the unemployment insurance fund. 
The balance at March 31, 1961, including loans from the Minister of Finance 
amounting to $67 million was $267 million compared with $377 million at 
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March 31, 1960. Expenditures from the fund were $518 million consisting mainly 
of benefit payments of $510 million, losses of $7 million on sales of investments 
and a small amount of interest on loans from the Minister of Finance. Receipts 
were $408 million, consisting of contributions by employers and employees of 
$276 million, government contributions of $55 million, income of $10 million 
from investments, and loans from the Minister of Finance of $67 million. Benefit 
payments were $95 million higher than the $415 million paid out in 1959-60. 


Government annuities account 


The government annuities account increased by $42 million during the 
year reflecting the amount by which premium receipts of $48 million and interest 
of $44 million credited to the account by the government exceeded payments of 
$50 million to annuitants and beneficiaries. 


Public service superannuation account 


The increase of $238 million in the public service superannuation account 
was due mainly to a credit of $138 million (to bring the balance in the account into 
line with an actuarial evaluation as at December 31, 1957 as calculated by the 
Department of Insurance), the government’s contribution of $41 million 
(equal to the estimated current and prior service payments of individuals 
in 1959-60), and interest of $51 million credited to the account. The remainder 
of the increase was due to the excess of employees’ current and prior service con- 
tributions of $48 million and miscellaneous receipts of $2 million over benefit 
payments of $42 million. 


Canadian forces superannuation account 


The Canadian forces superannuation account increased by $102 million. 
The increase reflected the government’s contribution of $41 million which is made 
at the rate of one and two-thirds times the current and prior service contributions, 
interest of $43 million credited to the account, and contributions of $32 million 
by permanent services personnel for current and prior years’ service less benefit 
payments of $14 million from the account. 


Old age security fund 


Under the Old Age Security Act pensions of $55 per month are paid, without 
a means test, from the old age security fund to all eligible persons seventy years 
of age or over. Payments from the fund during 1960-61, were $592 million 
while credits to the fund from the 3 per cent tax on personal incomes (maximum 
tax $90), the 3 per cent tax on corporation profits and the 3 per cent sales tax 
totalled $603 million leaving a net credit of $11 million. In 1959-60 payments 
were $575 million, receipts were $547 million and the deficit in the fund covered 
by temporary loans from the Minister of Finance was $28 million. 


In the Budget Speech of April 9, 1959, the Minister stated that, since provi- 
sion was being made for the necessary revenues (by increases in the old age 
security tax rates) to bring the fund into balance over the next two or three 
years, he did not propose to treat the 1959-60 deficit as a budgetary charge 
in that year but to carry it forward to 1960-61. 


In accordance therewith the $11 million excess of receipts over payments 
in 1960-61 was applied to reduce the temporary loans made in 1959-60 leaving 
a balance of $17 million in the temporary loan account as at March 31, 1961. 


94521-2—10 
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TABLE 43 


(in millions of dollars) 


Fiscal year ended March 31 


Oxp Acs Srecuriry FuNnD 1961 
1957 1958 1959 1960 (preliminary) 
Tax receipts— 
Sal attire vere circle a: Sarawaie ates nie releuMarsane axtieetes 179.3 175.8 173.6 270.0 270.2 
Personaliincome Gar des wom esas cio ae see 125.0 135.0 146.4 185.6 229.4 
Corporation Income taxs.o...05: sree eas oe: 67.3 60.7 55.3 91.3 108.5 
TOtH tax TECOIPUs. ck. as «cigee. coe ees 371.6 371.5 375.3 546.9 603.1 
Pension payanentss sk Aastha artes o> Wan wkneoees —379.1 —473.9 —559.3 —574.9 —592.4 
Excess of receipts over payments............-. —7.5 —102.4 —184.0 —28.0 10.7 
Previous deficit brought forward.............- —50.0 iid) yl a cts amb eeye it | cage te eas —28.0 
Appropriation by Parliament— 
Charged to budgetary expenditures........ 56.0 103.9 T8430" || se eepatere ce oct eee te ore 
Temporary loan from the Minister of Finance 
ONCOL Ce iiGuiminatliti Gcis ore cheterciestare ereniteer: 1 Desh ek Benes ole | aera ant 28.0 Line 


A distribution by provinces of pension payments from the old age security 
fund for the last two years is shown in the following table: 


TABLE 44 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Outp AGr Srecuriry PAYMENTS or 
1960 decrease (—) 
(preliminary ) 
Newfoundland sear tiias anh 28 SAA ee Sie eae eke ee 11.4 iad! OX 
INOW ASCO Liaise rae tree eee ie ce estate cea tae oe 2730 27.0 0.6 
Rmnce, Dic warcesland areee acme sn eiomereete sare a rea ae rere 4.9 4.8 0.1 
New Penunswitk: tac creat Lee ehh SE. ane eae 20.4 19.9 0.5 
LO NITS) arc Ny ae ie ar ac Pend MORO OtOlons DTT OMT Oe ee 124.3 120.3 4.0 
OntaRIO NA es koe Apts ee os SE Ee Cote 214.6 208.6 6.0 
IM SUB OD iccrs ceaerlorexve ve eieye ay Rae otras a 36.1 Boab 1.0 
Daskatchewalleemysn cheese OC eee Ene ere ae HEE 36.3 12 
AUD ertiaree Sep starts Reet ron ran nen cg meyer: PL Spe dean A 39.7 38.2 1.5 
British: Colttmibia tees es-ose ny erent Non eee a Sees 75.5 (Bxe W253 
Northwest and yukon Nerritones syne cease cece oe 0.4 a: Rasa | Set « See 
592.4 574.9 ile) 


Undisbursed balances of appropriations to special accounts 


This category records the undisbursed balances of appropriations to special 
accounts for which moneys have been appropriated by Parliament and from 
which disbursements may be made for authorized purposes in periods subsequent 
to that in which the appropriation was made. There was a net increase of $8 
million in this category during the year bringing the balance at March 31, 1961 
to $105 million. 


In 1960-61 an amount of $50 million was credited to the Colombo plan fund 
and charged to budgetary expenditure and disbursements charged to the account 
were $45 million. The balance at March 31, 1961 was $68 million. 


The increase of $1 million in the national capital fund represented the 
amount by which the $3 million credited to the fund and charged to budgetary 
expenditure exceeded disbursements from the fund. 
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The increase of $3 million in the railway grade crossing fund represented 
the amount by which the credit of $15 million to the fund and charged to 
budgetary expenditure exceeded disbursements from the fund. 


TABLE 45 
(in millions of dollars) 
ee — a a ne 


Balance at March 31 
UnpIssBuRSED BALANCES oF APPROPRIATIONS rma heer a eR 


to SpeciaL Accounts 61 or 
(preliminary) 1960 decrease (—) 
LOSS ORCC CSN rs ey no rd a ee ie ak ae 67.5 63.0 4.5 
PPM COT ERE TUN cas owe ea POs vores odd auedwhieeuv ene 2.8 2.3 0.5 
ieatbwery weade crossing funds. fs. 6 Sees ii bcc seed as des 34.2 $002 3.0 
RN ED Oh. ents she din Sanit d cosa Maaavee hin cbuaot 0.1 OSE. ea linea ghee 
104.6 96.6 8.0 


Deferred credits 


Recorded in this category are the amounts of deferred interest on loans 
and advances to certain Crown corporations and national governments and other 
deferred payments due the government. These are contra accounts to corre- 
sponding items under ‘“‘Cash in blocked currencies’, ‘‘Loans to, and investments 
in, Crown corporations”, ‘Loans to national governments”, and “Other loans 
and investments”’. 

TABLE 46 
(in millions of dollars) 


Balance at March 31 


Increase 
DEFERRED CREDITS or 

Pe a a 1960 decrease (—) 

Agreements of sale of Crown assets..........-+++eseeeeee eens 10.0 13.6 —3.6 

Crown Assets Disposal Corporation... ... 2.1. see e vere +> met 5.6 —0.5 

Deferred interest— ; 

The St. Lawrence Seaway Authority..................-. 19.4 Metin’ \ijewes artes 
United Kingdom Financial Agreement Act, 1946........ 44.2 Fo a ae a BEIOKS 

CE RE ke. SR ee RR Oe ee ee 0.6 Le —0.6 

79.3 84.0 —4.7 


Balances receivable under agreements of sale of Crown assets are set up 
as contra accounts to corresponding items under ‘‘Other loans and investments”’. 
The net decrease of $4 million during the year was due to payments received 
on outstanding agreements. 


The government’s equity in the agency account of Crown Assets Disposal 
Corporation is a contra account to a corresponding item under “Other loans 
and investments”. The balance at March 31, 1961 was $5 million, approximately 
the same as at March 31, 1960. 


There was no change during the year in deferred interest of $44 million 
on loans made under the United Kingdom Financial Agreement Act, 1946, and 
of $19 million on loans made to The St. Lawrence Seaway Authority. rhese 
are contra accounts to corresponding items under “Loans to national govern- 
ments” and ‘Loans to, and investments in, Crown corporations” respectively. 


94521-2—10} 
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Suspense accounts 
These consist of balances where some uncertainty as to disposition exists. 


TABLE 47 
(in millions of dollars) 


Balance at March 31 


Increase 
Suspense AccouNTSs or 
eee 1960 decrease (—) 
Replacement of materiel, sec. 11, National Defence Act..... 6.6 3.6 3.0 
Unclaimed (Ge ques success cis pence ornare release islelstor ieee enero 1.4 1 Te: A beers aioe eis a, A 
CO roe) ok BE at SRI IE TR RO RS, GREE al ORE ECan ar ane a arta ie 2.6 3.5 —0.9 
10.6 Se0 P| 


The replacement of materiel account, established by section 11 of the 
National Defence Act, is credited with amounts realized from the sale of materiel 
that has not been declared surplus to requirements but has been authorized by 
the Governor in Council to be sold to other countries. The account is debited 
with disbursements representing amounts paid for the procurement of replacement 
materiel. During 1960-61 credits exceeded disbursements by $3 million. 


The unclaimed cheques account is credited with the amount of treasury 
cheques (except those drawn on open accounts) which remain undelivered for 
certain specified periods subsequent to date of issue, pending claims therefor. 


Unmatured debt 


The unmatured debt of Canada at the close of the 1960-61 fiscal year 
amounted to $16,068 million, an increase of $178 million over the previous fiscal 
year total of $15,890 million. Debt payable in Canada increased by $250 million 
offset in part by decreases of debt payable in London of $20 million and in New 
York of $52 million. The decrease in debt payable in London and New York 
was due to the cancellation under authority of Order in Council P.C. 1961-460 
dated March 30, 1961 of a portion of the loans that were being held for the 
retirement of unmatured debt. 


TABLE 48 


(in millions of dollars) 


Balance at March 31 


Increase 
UNMATURED Dest 1961 or 
(preliminary) 1960 decrease (—) 
Payable in Canada— 
Canndaisayines bonds. 03/04 4. at ee eee eee 3, 000-5 3, 136.5 419.0 
Manketableibonudstct.tics tk Cate sa ccs ast eeseiee Re 10, 447.2 10, 426.8 20.4 
: 14,002.7 18,568.38 489.4 
FERCASUITY DOTLES eee area t Misi ac a ktca tater LEC eee eRe 1,935.0 Dion —190.0 
; ORY Ei) 15, 688.3 249.4 
Payabletin dondons... cntatateunsues 1 besaeees ch «Bee 32.0 51.8 —19.8 


Payablesin: New. ayorks.4 ec deat ae ero ee ee ae eee 98.2 150.0 —51.8 
16, 067.9 15, 890.1 177.8 


ley eee = 
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_ The details of the various loan issues, redemptions and conversions resulting 
in the net increase are described more fully in section 6, ‘‘The Public Debt”’. 


In the year under review, unmatured debt obligati i 
view, gations payable in London 
have been stated in Canadian dollars converted at the rate of $2.80 for the pound 
sterling and that payable in New York at par for the U.S. dollar. 


B. CHANGES IN PRINCIPAL ASSET CLASSIFICATIONS DURING 1960-61 


The total assets increased during 1960-61 by $262 million. The principal 
changes were increases of $183 million in loans to, and investments in, Crown 
corporations, $138 million in the unamortized portion of the actuarial deficiency 
in the public service superannuation account, $88 million in other loans and 
investinents, $64 million in advances to the exchange fund account and decreases 
of $91 million in current assets, $69 million in sinking fund and other invest- 


ya $36 million in loans to national governments and $20 million in deferred 
charges. 


TOTAL ASSETS 
Fiscal Years Ended March 31 
10000 Millions of Dollars 10000 


OTHER ASSETS 


Ye io priate oie 01 0 8000 
FL nm 


Ke se LOANS TO CANADIAN NATIONAL RAILWAYS 6000 
oo KS CKO 4 <x 
PABRRANKNW RENN ORE RR 
<> 
Seaceteteracncecsetetceetetsen SSSI sent eee 
ssestetetete SSNS Se 


SS 


LOANS TO CENTRAL MORTGAGE AND 
HOUSING CORPORATION 


/ — 
000 Yj 4000 
ADVANCES TO EXCHANGE FUND ACCOUNT 
2000! SE 2000 
aoe 
* eee 
sess Soe Ba ee So 
Se 
ses 0 


' 1957 1958 "1959 1960 1961 


Current assets 


The total of this category at March 31, 1961 was $771 million compared 
with $862 million at March 31, 1960. The main items of note were decreases 
of $71 million in cash in current and special deposits, $25 million in departmental 
working capital advances and revolving funds and an increase of $24 million in 
the securities investment account. 


The decrease of $25 million in departmental working capital advances and 
revolving funds was due to decreases of $31 million in the agricultural commodities 
stabilization account and $5 million in the defence production revolving fund 
offset partly by increases of $3 million in miscellaneous departmental imprest 
and advance accounts and $8 million in other accounts. 
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TABLE 49 
(in millions of dollars) 


pn  — ————— 
ooo o—E———E—Eeee_eee OS = S= = — — — SSS ae 


Balance at March 31 


Increase 
CuRRENT ASSETS or 
106r 1960 decrease (—) 
(preliminary) 
Cash in current and special deposits.............-++.seseeees 360.8 432.0 —71.2 
Cash in hands of collectors and in transit................. ons 126.0 133.4 —7.4 
Departmental working capital advances and revolving 
funds— 
Agricultural commodities stabilization account.......... 90.2 120.7 —30.5 
Defence production revolving fund.................+005: ie 20.7 —5.0 
Miscellaneous departmental imprest and advance 
MECOUNUS . cascxorove. cass aioe eerste retard soaks aad er acereseeteas 25.0 22.4 26 
(GY 1 a2) seeped ris bre erg ie Ae aeta Beers) nian (is iE Maha) A AeA t 40.0 32.2 his 
170.9 196.0 — 25.1 
Sécuribiesanvesuiment:ACCOUMU st ner ean can eter ttreea rds cenetacnsneraiers LOT. 77.9 23.6 
Moneys received after March 31 but applicable to the current 
SEAL cas avesviart rake Mee ove erence eae SECC aia MEIC CA le Cee eer ens 10.0 18.0 —8.0 
International monetary fund—revaluation adjustment of 
Canadian dollar balance... ...pee acct enavon sone ee ee teeter oa —3.1 
Post offiice—cash on hand and in transit..........-..ess0s- 2.0 1.8 0.2 
771.2 862.2 —91.0 


Advances to the exchange fund account 


Advances during the year to the exchange fund account to finance the 
purchase of gold and foreign exchange amounted to $388 million and repayments 
were $324 million, increasing outstanding advances to $2,024 million at March 
Sighoot 


Sinking fund and other investments held for retirement of unmatured 
debt 


There was a decrease of $69 million in this category during the year bringing 
the balance to $17 million at March 31, 1961. The decrease was due to the 
cancellation under authority of Order in Council P.C. 1961-460 dated March 30, 
1961, of a portion of the bonds held for the retirement of unmatured debt. 


TABLE 50 
(in millions of dollars) 


Balance at March 31 

Sinkinc Funp aNnp OrHer INVESTMENTS HELD FoR Increase 

RetiREMENT oF UNMATURED Dest 1961 1960 x a 
(preliminary) creas 


Sinking fund invested in— 


Newfoundland guaranteed stock, 1933/34-43/63, 3 per cent NAG IDA WOMEN |e acevo re secsitie 
United Kingdom conversion stock, 1963, 42 per cent..... 4.0 Bos! 0.7 
16.7 16.0 On 
Account N funds invested in()— 
Newfoundland guaranteed stock, 1933/34-43/63, 38 per cent].............. 18.8 —18.8 
Other investmentsM— 
Newfoundland guaranteed stock, 1933/34-43/63, 3 per cent|.............. 1.0 —1.0 
New, ork: loans 11949-7419 t mericentaydeee: cocci amie ieitilielaaedeaiaee ects 38.5 —38.5 
Accruediinteréest W SI5s Fae Ne SR a tae eee: a Peereaelaaaoe 0.1 —0.1 
New, Vorkuloan 1950-75522 per Cente. acenira an ite aoe socil ore aetaereernioe oe 10.9 —10.9 
NCETUCG «In bELOSt rAon ee retort een ete encarta ieel| eee mi ECS (2) (2) 
Lie: Sate e ak 60.6 —50.6 
16.7 85.3 —68.6 


® Cancelled under authority of Order in Council P.C. 1961—460 dated March 30, 1961. 
@) Less than $50,000. 
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Loans to, and investments, in Crown corporations 


These loans and investments increased by $183 milli i 
The balance at March 31, 1961 was $3,630 cat fin million during 1960-61. 


TABLE 51 
(in millions of dollars) 
ees 
Balance at March 31 


Iner 
Loans T0, AND INVESTMENTS IN, CRowN CoRPORATIONS 1961 wena 
(preliminary) 1960 decrease (—) 
2 EM Ee ee ee ee A ASUIO NT) 
Atomic Energy of Canada Limited...............cccncecece 60.9 59.4 1.8 
ANE Be Sao os ee cccbonvecestsdc coon. 5.9 5.9 . 
Canadian Arsenals Limited........................ 00), 7.5 7.8 |sKueeee 
Canadian Broadcasting Corporation..................-...... BO) ile Moorecees ad 3.0 
Canadian Commercial Corporation......................... 1.0 6.0 1.0 
muadinn National Railways.) 2.011) 699. Ue iiklassleg Jehan 1,087.8 1, 204.3 —116.5 
Canadian National (West Indies) Steamships Limited....... 16 2.6 —1.0 
anadian Overseas Telecommunication Corporation......... 31.9 22.6 9.3 
Central Mortgage and Housing Corporation................. 1,510.5 L318: 7 191.8 
Eldorado Mining and Refining Limited..................... Bie (Je COMB AISAL CS 4 
Export Credits Insurance Corporation..............000ecc00- 10.0 j Oat As Se oe eS 
SeremrerOalG WOrporavion<4 60226 os 5 do oe Ook e Cantece een eee ay 11527 40.0 
MerenkGanital Gommiasions: <2... )2G. it~ .fea oles cladoades 26.0 17.8 8.2 
National Harbours Board................. 172.8 161.4 11.4 
Northern Canada Power Commission 39.7 34.6 Bol 
Northern Ontario Pipe Line Crown Corporation............. 125.0 121.6 B25 
meter Corporation Limited. $255.0... sc +. <seevue gnaw de 30.0 SO. URE eit a Ser senise se 
The St. Lawrence Seaway Authority— 
RM RO a i ly En oc SR 8 On CEE 320.5 296.5 24.0 
eB CE INEPER ER Se es des onde aie dn » aus etek vee 19.4 i I ee eee 
Premerterunca Viste ys le * AL) ei coy.8, ces. on! 4.8 sr i Pe} 
Ofber Crown! Corporations 6c ccccicc «ach decslewess etna eee io Tad 0.2 
3,629.5 3,446.7 182.8 


Advances to Atomic Energy of Canada Limited, to be covered by obligations 
or shares of the company, were $61 million at March 31, 1961, an increase of 
$2 million during the year. 


Loans during the year to Central Mortgage and Housing Corporation 
amounted to $235 million, of which $222 million was for direct loans by the 
corporation and $13 million in respect of loans for federal-provincial housing 
projects. Repayments totalled $43 million, of which $38 million was in respect 
of direct loans, $2 million in respect of loans for federal-provincial housing projects 
and $3 million in respect of loans for housing projects. The net increase of 
$192 million for the year brought the total loans to $1,511 million at March 31, 


1961. 


Loans to the Farm Credit Corporation amounted to $40 million and invest- 
ment in the capital of the corporation amounted to $1 million during the year. 
Repayments by the corporation of $1 million, brought the outstanding advances 


to $156 million at March 31, 1961. 


Advances to The St. Lawrence Seaway Authority during the year were $24 
million bringing the total loans to $321 million. In addition, deferred interest 
on these loans was $19 million at the year-end, unchanged from the total at 
March 31, 1960. A contra item for this deferred interest 1s included in the 


liability category ‘‘Deferred credits”. 
In the fiscal year ended March 31, 1961, the government advanced to the 


Canadian National Railway Company $108 million for capital purposes and 
retirement of debt in the hands of the public. Of this amount $4 million was 
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advanced for the company’s purchase fund which is operated under the terms 
of Canadian National Railway Company bonds, guaranteed by the Government 
of Canada, issued on May 15, 1959, December 15, 1959, January 1, 1960 and 
October 1, 1960 and $1 million was advanced to the company under the 
Refunding Act, 1955 for the refunding of various trust certificates. During the 
fiscal year ended March 31, 1961, repayment of current and prior years’ advances 
totalled $225 million, of which $221 million was from the proceeds of the sale of 
Canadian National Railway Company bonds dated October 1, 1960. 


In addition, to assist the company to finance further capital expenditure 
during the fiscal year, the government purchased $21 million of four per cent 
preferred stock of the Canadian National Railway Company. ‘This stock is 
issued under the authority of the Canadian National Railways Capital Revision 
Act, 1952, in an amount equal to three per cent of the gross revenue of the 
company. 

Further, in the year ended March 31, 1961, the government provided the 
company with temporary loans of $56 million in respect of its 1960 income deficit. 
This amount plus temporary loans of $14 million made on the same account in the 
previous fiscal year, less a repayment of $3 million representing advances not 
required by the company brought the total loans on account of the 1960 deficit 
to $67 million which was charged to budgetary expenditure in 1960-61. Also, 
in 1960-61, an accounting adjustment was made transferring to net debt 
$8 million in respect of the company’s 1958 income deficit, under authority of 
Vote 565 of Appropriation Act No. 6, 1960. 

In addition, temporary loans of $2 million were made in February 1961 to the 
company in respect of its 1961 income deficit. 

In summary, the total amount made available to the company during the 
year was $184 million and repayments amounted to $300 million. The amount 


of advances to the company outstanding at March 31, 1961 was thus reduced by 
$116 million. 


TABLE 52 
(in millions of dollars) 


Fiscal year ended 


ADVANCES TO, AND REPAYMENTS BY, THE CANADIAN March 31 Increase 
NationaL Ramways Durine THE Fiscan YEAR 1960-61 OF 
1961 1960 decrease (—) 
(preliminary) . 
Advances— 
Bor the refunding ob debtns ac atise econ oes « ee ica 1.0 5.3 —4.3 
HOY Capon GXPeUATOUNES. Aamo nes Seas soci eee 102.6 149.2 —46.6 
Rortpurchase find ith. hi h4.-. be. tes Se ee eee 4.0 (hes —3.5 
For interim financing of income deficits................. 55.5 41.0 14.5 
168.1 203.0 —89.9 
Repayments— 
Advances for capital and refunding purposes............. —225.1 —445.7 220.6 
Advances for interim financing of income deficits........ —75.0 —41.0 —34.0 
—800.1 — 486.7 186.6 
Excess of advances over repayments or repayments over 
STORIE UNG si} (=) MO 5 enn ee Cen See ee a re ee —137.0 —283.7 146.7 
Purchase of 4 per cent preferred stock (C.N.R. Capital 


ReviSlonvAGh, 952) Ft hm rt nse ote eee as oat meee § 20.5 22.3 = ikifel 


Net increase or decrease (—) during the fiscal year in the 
government’s advances to, and investments in, the 
Canadian NationaliRallways--.sneececs. endo. ome —116.5 —261.4 144.9 


At March 31, 1960, temporary loans of $4 million were outstanding to the 
Trans-Canada Air Lines in respect of its 1960 income deficit. During 1960-61 
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further advances totalling $2 million were m i 

ti $2 m ade for this purpose. The total 
amount of $6 million was repaid or credited during the year. However, the 
government made advances of $5 million on account of the air line’s 1961 
income deficit and this amount was outstanding at March 31, 1961. 


Other changes in this category included increases of $9 million in advances 
to the Canadian Overseas Telecommunication Corporation, $11 million in loans 
to the National Harbours Board, $8 million in loans to the National Capital 


Commission and $5 million in advances to the Northern Canada Power Com- 
mission. 


Loans to national governments 


___These loans totalled $1,378 million at March 31, 1961, a decrease of $36 
million during the fiscal year. 


TABLE 53 
(in millions of dollars) 


Balance at March 31 I 
Loans to NATIONAL GOVERNMENTS ete ress 
961 1960 decrease (—) 
(preliminary) 
Loans to United Kingdom— 
The United Kingdom Financial Agreement Act, 1946.... 1,047.3 1,064.1 —16.8 
Me Miaterred sateresh oo. cae teas ba ats oo a Baka een 44.2 Ad DPR es 00 
1,091.5 1,108.3 —16.8 
Loans under the Export Credits Insurance Act, Part II— 

AZT ET oe Gale GRE apne Belair ae pnnE te Saptear ant teint age 36.9 39.2 —2.3 
[PESOS ae, Best ie ORs ot RE Mee Ae AS oot SoS Oe ORD A 142.3 150.6 —8.3 
Ree NSS ee OO EN oh Oe ow iy re OER REED COG eho ee 73.4 78.0 —4.6 

252.6 267.8 —15.2 
Special loans to Colombo Plan countries to finance the 
purchase of wheat and flour from Canada— 
“USULAS Se: AR ea Oa? Sena ea. Sees ee 2.0 7 at Rn 
Re I i ht os Ba wg ak rete, 5% 0% 29.5 33.0 —3.5 
$1.5 85.0 —3.5 
Miscellaneous loans and advances— 
France—interim credit—consolidated interest........... 1.4 1.5 —0.1 
Netherlands—military relief and currency credits . 
STUUUT Gr te) aie Ane 2? es Sone eee eee 0.6 ed —0.5 
PRR te ciao s aie o, Kia's Ast \G a nt RR nasi ¥ RO Ole i a oe ee 0.8 DUS oboe.» 
2.8 re reeware: 
| 1,378.4 | 1,414.5 | —isti | 


The United Kingdom government repaid $17 million on the $1,185 million 
loan made under the $1,250 million credit authorized by the United Kingdom 
Financial Agreement Act, 1946, reducing the principal outstanding at March 31, 
1961 to $1,047 million. 

Repayments of advances under Part II of the Export Credits Insurance Act 


to certain foreign countries to assist them in purchasing goods and services in 
Canada amounted to $15 million during 1960-61 reducing the balance at March 


31, 1961 to $253 million. 


Special loans to Colombo Plan countries to finance the purchase of wheat 
and flour from Canada were $32 million at March 31, 1961, $3 million less than 


the balance at March 31, 1960. 


Miscellaneous loans and advances to foreign governments totalled $3 million 
at March 31, 1961, about $1 million less than the previous year-end balance. 


94521-2—11 
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Other loans and investments 
There was an increase of $88 million in this category during the year bringing 
the balance at March 31, 1961 to $1,023 million. 


TABLE 54 
(in millions of dollars) 


Balance at March 31 


Increase 
OrueR LOANS AND INVESTMENTS 1961 or 
(oreliminary) 1960 decrease (—) 

Subscriptions to capital of, working capital advances and 

loans to, international organizations— 

Canada’s subscription to capital of— 

ipernational monetary. tuna. sacred miata enete 543.7 528.7 15.0 

International bank for reconstruction and develop- 

TOT G ites oss a ee Re oe Re ee rer eee Gord 70.9 2.8 
International finance corporation.................66- 3.5 3,0. EEE Lee eee 
International development association............... SOw | Beers cise takes aes 8.5 

Working capital advances and loans to international 
OFSANIZAUION See pec cae sete ec eis erate tceeree tees eee 1.8 261 —0.3 
AS 631.2 605.2 26.0 
Loans to provincial governments— 
Wall oXes Git eet Ree ORIG MR ROCGS cic, cr Sino MRE Loe oi 8.0 8.4 le: 
British ‘Colimibial..1a.b obese eee hae © 3o cinio atom oobi 15.5 16.3 —0.8 
Main 60 80d sscdecnsce- shar orstenavs jeromenstes Hat iheredenmenet dteranirans ot Mom teeena yet 13.2 13.8 —0.6 
INGWeBrunswieloamenire hte toate teat i rere aie eis ees 22.9 26.3 SO 
INOWa SCOtIa woe sic an cle seecixelcrease tote ore eral atest pein creat fier anln Stavegreon ns care 0.1 — 0 al 
Prince Hidiwand Sisland sg... diapers ctovacc 210m ocoye Gere ttdey eh gel| Seaevarateh eer a ceaneeas 0.1 —0.1 
SaskabeM Swarms hae -viotors torn ss ihcatevers ro sictslole dave ole ae See aa ais 24.6 23.3 1.3 
2 88.3 —4. 
Overpayments to provinces arising out of 1952 tax-rental ne Hid 
agreements— 
AMR roy of We Me che ear ARMPCTaS OAPRPuclest. Fecucer ate racer uciturmets Ba atS OF 0.2 0.4 —0.2 
ING Brin Swi kesetoct acepistoscae tar aioe esa eT eee 0.2 0.4 —0.2 
Newtown dilei dre aoa. c toes ceeaeRs devacsue icine soleero ne oxen 0.1 0.2 —0.1 
Princesdwaraelslands ee cme mes iee se mee ieee ene 0.2 0.5 —0.3 
Sash CHewallln vaya cictae aes cevacPoerecet ratty elias Meateror ert 0.3 0.6 —0.3 
1.0 2.1 —1.1 
Veterans WandfActadvancesuss acces eerie eee 199.6 188.9 10.7 
Less reserve for conditional benefits— 
Veterans Land Act. 19495 earn lenin ann etenea tener —33.7 —37.3 3.6 
165.9 161.6 14.3 
Miscellaneous— 
Assisted passage scheme (section 69, Immigration Act, 
IRS LOGON OR ihc epee eM 3) koko ag ote test or eo 3.7 —0.2 
Balances receivable under agreements of sale of Crown 
ASSEES. Rosine erases hc SE Lia ae ee NOFA | 16.0 —3.9 
Construction of dock and rail facilities for Steep Rock 
iron Mines tormited’...- 8, a-vse at ya en ieee cere 1.8 1.9 —0.1 
Crown Assets Disposal Corporation—Government 
SCUItyIN ACen CY ACCOUNT Meee pleats cetiies circa aes telion all 5.6 —0.5 
Dominion Coal Company Limited...................... Oat Ci fie (reais << ARG sre 
Housing projects for Canadian forces................-05- 4.9 4.6 0.3 
Land development of the Cornwall ce tees Pee ez, (aig eee: oe ae 
Municipal Improvements Assistance Act, 1938.. LaG 1.8 —0.2 
New Westminster Harbour Commission................ AG 2.4 —0.1 
Old age security fund—temporary loans................. L723 28.0 —10.7 
Town of Oromocto, New Brunswick..................-. 4.2 329 0.3 
Town of Oromocto Development Corportation.......... 1.0 DOs. clk. as sscpotedeeiers-s 
Unemployment Insurance Commission................-- OTRO Merona 67.0 
Markon¥ierniiony sve mcwn ea ee set rae ene ota. bread 2.1 263 —0.2 
Northwest=Verntboriesixace tains teas oe tee ea se 0.7 0.8 —0.1 
City of Montreal— 
St-vrvemimiel ntinel sonra een. bramennerare ne ere Tae 1.2 ie tall SRF eae 
AC Water CUunniel Aime. fame eee tite s meteor meee 1.9 2.0 —0.1 
OG ET WS, eeaten sone Meesetoc ies ecies tenia ectooat at eet nero rae ne 6.2 4.7 eis 
140.8 87.3 53.0 
1,022.6 934.5 88.1 


Canada’s subscription to the capital of international organizations increased 
by $26 million during the year due mainly to revaluation adjustments of $15 
million in the Canadian dollar balance in the international monetary fund and 
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a subscription of $9 million made by Canada to the international development 
association in accordance with section 4 of the International Development 
Association Act which was assented to on J uly 7, 1960. 


Loans to provincial governments decreased by $4 million and overpayments 
to certain provinces arising out of the 1952 tax-rental agreements decreased by 
$1 million during the year. 

Advances under the Veterans Land Act increased by $11 million, The reserve 


for conditional benefits under the Act decreased by $3 million and consequently 
the total increase in this account was $14 million. 


Miscellaneous loans and advances increased by $53 million during the year 
due mainly to loans of $67 million to the Unemployment Insurance Commission 
which were outstanding at March 31, 1961 (there were no loans outstanding 


at March 31, 1960) offset partly by a decrease of $11 million in loans to the 
old age security fund. 


Securities held in trust 


This category records the security holdings of various deposit and trust, and 
annuity, insurance and pension accounts. Bonds and certified cheques held in 
connection with contractors’ securities included in the deposit and trust category 
are also recorded under this heading. The balance at March 31, 1961 was $34 
million, $4 million higher than the previous year-end balance. 


Deferred charges 


In this category are recorded the residual balances of discounts, commissions, 
redemption bonuses and conversion premiums on loan flotations that have not 
been charged to expenditures. There was a decrease of $20 million in this category 
during the year, bringing the balance at March 31, 1961 to $131 million. 


TABLE 55 
(in millions of dollars) 


Fiscal year ended March 31 
UNAMORTIZED Bonp DiscouNTS AND COMMISSIONS 1961 


(preliminary) 1960 


Hatanee at besmning of fiscal year! fed... i ne dois Cab nas pbk ca shideinns 151.0 147.4 


New flotation costs to be amortized— 


4% Canada savings bonds, 1960, series 15..............+0eeeeee eee RE: 

54% loan, issued Apr. 1, 1960, maturing Apr. 1, 1963...............- 0.7 

54% loan, issued Apr. 1, 1960, maturing Apr. 1, 1969...............- 2.3 

44% loan, issued June 1, 1960, maturing Dec. 1, 1962................ 0.1 

3% loan, issued Dec. 15, 1960, maturing June 15, 1962............... 3.4 

4% loan, issued Dec. 15, 1960, maturing Dec. 15, 1963.............. 3.4 

4% loan, issued Feb. 1, 1961, maturing May 1, 1964...............+. 3.6 

33% loan, issued Mar. 15, 1961, maturing Dec. 15, 1962............. i We 

Treasury bills (discount on bills issued)............-++020eseeeeeees 1153 15.4 

4-44% Canada savings bonds, 1959, series 14..........--0-+e esse eee 0.8 15.7 

22% loan, issued July 1, 1959, maturing Apr. 1, 1960..............-- = 

3% loan, issued July 1, 1959, maturing Dec. 15, 1960................ oe 

54% loan, issued Oct. 1, 1959, maturing Oct. 1, 1960..............-. Ls 

3% loan, issued Oct. 1, 1959, maturing May 1, 1961...........+.+++- os 

534% loan, issued Oct. 1, 1959, maturing Oct. 1, 1962.............++. ef 

54% loan, issued Feb. 15, 1960, maturing Oct. 1, 1962.............-. ae 

54% loan, issued Feb. 15, 1960, maturing Apr. 1, 1963.............+-. ie 

33-44% Canada savings bonds, 1958, series 13..........+.++++-0200> a A 
Less amortization applicable to fiscal year— dee ais 

Canada savings bonds and general loans.......-.-.... uv geeerayes —38. aa 

Discount on treasury bills charged to interest on public debt....... = = 


Increase or decrease (—) during year........0-e eee eee ce neces eee ee reees 


‘ 51.0 
Balance at end of fiscal year.......---.ececeeeeee cece eer eteeee ee eeses 130.8 15 


94521-2—114 
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Costs of new loans issued during 1960-61 and charged to the account were 
$34 million, of which $11 million was in respect of treasury ” bill discounts which will 
be charged ‘to interest on public debt in 1961-62. Credits to the account amounted 
to $54 million of which $39 million was charged to annual amortization costs and 
$15 million, representing discount on treasury bills sold in 1959-60, was charged to 
interest on "public debt in the 1960-61 budgetary expenditure accounts. 


Unamortized portion of actuarial deficiencies 


This category records the unamortized portions of the actuarial deficiencies 
in the public service and the Canadian forces superannuation accounts which have 
been set up as deferred charges to be written off to budgetary expenditure upon 
parliamentary approval. 


During the year, $138 million was credited to the public service super- 
annuation account in accordance with an actuarial evaluation as at December 
31, 1957 and an equivalent amount was set up in this account as a contra item. 


The deficiency in the Canadian forces superannuation account was based 
on the actuarial valuation made as at March 31, 1958. 


Suspense accounts 


The only item in this category is the cheque adjustment suspense account 
which reflects unadjusted balances resulting from the reconciliation of payments 
for redemption of paid cheques with the amount of those cheques as subsequently 
determined in adjustment of the outstanding cheque account. 


Capital assets 


Assets of the government such as land, buildings, works and equipment, etc., 
that are charged to budgetary expenditure at the time of acquisition or construc- 
tion, are included in this category and are shown on the statement of assets and 
liabilities at a nominal value of $1. 


Inactive loans and investments 


Loans and investments which are not currently revenue-producing or 
realizable are recorded in this category. Included are the loan of $49 million to 
China under the Export Credits Insurance Act, loans of $24 million and $7 
million made to Roumania and Greece in 1919-20 and 1920-21 and advances of 
$15 million in respect of the implementation of guarantees (Ming Sung Industrial 
Company Limited). 


Reserve for losses on realization of assets 


There was no change in this reserve during the year. The balance at March 
31, 1961 remained at $546 million. 


C. IncREASE IN Net Distr 


At March 31, 1961 the net debt of Canada amounted to $12,442 million 
compared with $12,089 million at March 31, 1960. 


The budgetary deficit of $345 million for the fiscal year 1960-61 plus an 
accounting adjustment of $8 million in respect of prior years’ transactions in 
connection with the Canadian National Railways 1958 deficit resulted in an 
increase of $353 million in the net debt of Canada during the fiscal year. 
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5. THE CASH POSITION 


The government’s cash position is affected not only by the budgetary trans- 
actions but also by changes in the government’s outstanding unmatured debt 
and other non-budgetary transactions. In 1960-61, although there was a bud- 
getary deficit of $345 million the government’s bank balances decreased by only 
$71 million during the same period. This decrease was the net result of the 
budgetary deficit being offset by an increase of $223 million in outstanding 
unmatured debt (after taking into account transactions in the securities in- 
vestment and sinking fund accounts) and the net receipts of $51 million from 
other non-budgetary transactions. 


Non-budgetary receipts and disbursements relate to transactions which 
result in increases or decreases in the government’s assets and liabilities and do 
not appear in what might be called the government’s income account for the 
fiscal year nor do they enter into the calculation of the annual budgetary surplus 
or deficit. However, in considering the full scope of the government’s financial 
operations and in measuring their effect on the government’s cash position and 
their impact on the economy, non-budgetary as well as budgetary transactions 
must be taken into account. 


The increases or decreases in the government’s assets and liabilities have 
been described in detail in the section entitled ‘Statement of Assets and Liabili- 
ties of Canada’’. On the assets side the non-budgetary transactions consist, for 
the most part, of loans and advances to, and repayments by, Crown corporations 
and other government agencies and funds (including the old age security fund), 
national, provincial and municipal governments, international organizations, 
veterans and other borrowers. On the liabilities side they relate mainly to receipts 
and payments in connection with the many deposit and trust accounts, and 
annuity, insurance and pension funds held or administered by the government. 


The following statement summarizes both the budgetary and non-budgetary 
transactions for 1960-61 and indicates how they affect the government’s cash 
- position. For purposes of comparison the corresponding figures for 1959-60 are 
also shown. 
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TABLE 56 


(in millions of dollars) 


Fiscal year ended 


March 31 
CHANGES IN CasH PosITION bie 
(preliminary) 1960 
Budgetary transactions— 
Eevee Looe) Ad: SURE d) £02 Who Oe oe Cate AES tne Gee. cy othe, teers eee ee 5,615.6 5, 289.8 
Hixpendiburese set bc ot ties ok bles ee eee etien ce - Seca o's sty seaye Sole emer eens 5,961.1 5,702.9 
1. Budgetary. deficit) (=)... of ponchen ose 5 ons Os ws ee res eee —345.5 —413.1 
Non-budgetary transactions (excluding unmatured debt transactions)— 
Receipts and credits— ; ; 
Repayments of loans, investments and working capital advances (net)— 
Agricultural commodities stabilization account.................0205- 30.5 —53.6 
Canadians National Railways.0..-5 ihe se ceye sais heater is 116.5 261.4 
Mefence productionTrevolyins MING) see se aes tlre reer tere raya 5.0 9.5 
New Brunswick (Beechwood Power Project)..............+e-++eee5- 3.4 aie) 
Oldiage security fund (Gemiporary loan)... <2. o. o sacle ele ete eer 10.7 — 28.0 
UnitedsKanedom (1946 loan) screen aceerets: cee nace teeters 16.8 16.4 
Other national governments (Export Credits Insurance Act).......... 15,2 17.9 
Grats) eneaedne nr ae re ae eel Whore an dary ah bitter. seta Mini eG ieee akin aa 6.4 14.2 
ft 204.5 241.0 
Net government annuities account receipts— 
Premium receipts less payments to beneficiaries..................+.- —2.2 8.1 
Government contributions to maintain reserves... 2105564). +-e clan deel]. qans ce taaans 0.2 
Imterest paid. by, covermments. cach pipesse pokey seas ce es 44.0 42.8 
: ; ; 41.8 61.1 
Net insurance and pension accounts receipts— 
Employee contributions less payments to beneficiaries............... PHC. 27.1 
Goverment contrib utionsss 914. 54 sae eee cis criieicc ee ee 88.5 95.3 
Actuarial deficiency in the public service superannuation account.... (S77 - ol ae ee, See 
Interestipaid ibyicovernmient Beers te Gein eins ida. ere stemtels ei etenay = 96.0 88.3 
349.4 210.7 
Net receipts in special defence account....... 00... ccnceesesecceevensans 3.0 i (e 
Net increase in current and demand liabilities.............00.ceecreee 49.6 146.5 
Net decrease in unamortized loan flotation costS...............0eeee eee 20.2 = 356 
Net decrease of cash in hands of collectors and in transit............... 7.4 33.6 
Net receipts in sundry: obher accounts.4 ss. 0c os eistee ces ccs ae cheer 14.6 Biles 
690.5 700.3 
Disbursements and charges— 
Loans, investments, and working capital advances (net)— 
Canadian? Broadcasting Corporabiol.s tne see. tee ate eae ee Shem AL eee, 
Canadian Overseas Telecommunication Corporation................- 9.3 9.6 
Central Mortgage and Housing Corporation...........0.0ce0eesseeeee 191.8 815.1 
Brehans ecund accom bare terse sen Coe hr eae Se ers teens oe rere 64.0 —35.0 
arma Create GOuporen von resent eee sc ace cee Careers trates ee cite 40.0 28.5 
National Capital Commiissionass.c505 cect eee a ree «Ratan ae RID 10.7 
Nistional Harbours Boards): cn.ceme-yrisor;. dette eee > Gal oe 11.4 15.8 
Northern; Canada; Power Commissionsse d.cae saves acerek tonite ier 5.1 12.9 
Northern Ontario Pipe Line Crown Corporation.................005: 3.5 8.0 
he St. lawrence, Sea wa yeautnoribyn..c.es-7 eran sees ice serene 24.0 33.1 
International monetary fund (subscription to capital)................. 15.0 235.4 
International development, association... snes oo qe wees eid ciate = | De ee ee 
Unemployanent Insurance, Gommiussionin aeciiicwe see ee. soccer eo. 6705 an ee ae 
(OGM ET aN aan lteter aie Aeon era ee eaters rete icin eet REM eT Ree See ras eceeree er eacte 32.6 Gf 3 
483. 4 641.4 
Net disbursements on account of United States of America............. 10 8.3 
Unamortized portion of actuarial deficiency in public service superannua- 
LON AAC COUNT sise weacetee ore ae ree ete Re ecne ntict a Peete Pee Re ten Pa? al ae 8 Weis es 
VO eX etep ae mines Cate UM ae Oe einen attr cahratira te Atri ener naAt a eR Mee a icra ey 8 16.9 13.0 
639.0 662.7 
2.Net amount received from non-budgetary transactions (excluding un- 
matured debt transactions)),.46c5 cee es ee een eee eee 51.5 37.6 
3. Overall cash requirement (—) to be financed by increase in debt or, = =| += 
decrease in cash balamces (1+-2)......0.0. 0.0.00 ccc cece ete eee eee e ee ee ees —294.0 —375.5 
4, Net eee in unmatured debt outstanding in the hands of the 
public— 
Unmatured debt— 
ORE ose cae tee PEE: ash es ee eee eae ee 367.8 —~214.0 
‘Treasuny: bills 1.80 ee see ed. Bote. ea ea aE ee DA — LOO s6 530.0 
Securitiesanwveshment ACCOUNE ts a.c.cc cee nici Saree ee een eae — Oe 20.1 
pinkmne fund and other Anvestmentss ic. cc be telco nee nner: 68.6 = 
222.8 334.0 
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As the table shows, non-budgetary receipts and credits for 1960-61 (excluding 
unmatured debt transactions) totalled $690 million while non-budgetary dis- 
bursements and charges (also excluding unmatured debt transactions) amounted 
to $639 million, resulting in a net receipt of $51 million from non-budgetary 
transactions. As there was a budgetary deficit of $345 million, $294 million 
required financing by an increase in unmatured debt or a decrease in cash balances, 
In 1959-60 there was a net receipt of $38 million from non-budgetary transactions 
and for the same period there was a budgetary deficit of $413 million resulting in 
$375 million having to be financed by an increase in unmatured debt or a decrease 
in cash balances. 


__Non-budgetary receipts and credits, as already indicated, totalled $690 
million in 1960-61. Repayments of loans, investments and working capital 
advances were $204 million and included $30 million in respect of the agricultural 
commodities stabilization account, $116 million from the Canadian National 
Railways, $11 million in respect of temporary loans to the old age security fund, 
$17 million from the United Kingdom government on account of the Financial 
Agreement Act, 1946 and $15 million from other national governments on loans 
made under Part II of the Export Credits Insurance Act. Net government 
annuities account receipts were $42 million and net insurance and pension 
accounts receipts were $349 million (including an accounting adjustment of 
$138 million with respect to the actuarial deficiency in the public service super- 
annuation account). Net receipts and credits in various other accounts amounted 
to $95 million. 


Non-budgetary disbursements and charges amounted to $639 million. 
Loans, investments and working capital advances were $483 million and included 
$9 million to the Canadian Overseas Telecommunication Corporation for 
investment in various cable projects, $192 million to the Central Mortgage 
and Housing Corporation for the purpose of making housing loans, $40 million 
to the Farm Credit Corporation for the purpose of making loans to farmers, 
$64 million to the exchange fund account, $8 million to the National Capital 
Commission for the purpose of acquiring land in the national capital area not 
required for immediate use, $11 million to the National Harbours Board for 
construction and capital expenditures, $24 million to The St. Lawrence Seaway 
Authority for costs in connection with the construction of the seaway, $24 
million in respect of subscriptions to the international monetary fund and the 
international development association, and $67 million to the Unemployment 
Insurance Commission to finance the requirements of the unemployment insu- 
rance fund not otherwise financed by the sale of the fund’s investments. Other 
non-budgetary disbursements and charges amounted to $156 million, including 
an accounting adjustment of $138 million in respect of the unamortized portion 
of the actuarial deficiency in the public service superannuation account. 


In summary, as budgetary and non-budgetary transactions during 1960-61 
required financing in the amount of $294 million, and unmatured debt out- 
standing in the hands of the public (after taking into account transactions In the 
securities investment and sinking fund accounts) increased by $223 million, cash 
balances on deposit with the banks decreased by $71 million. 
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6. THE PUBLIC DEBT 


Gross and net debt 


During the fiscal year ended March 31, 1961, the gross public debt increased 
by $615 million to $21,601 million. This increase was made up of increases of 
$178 million in unmatured debt and $437 million in other liabilities. During 
the year the government’s recorded net assets increased by $262 million. The 
net debt increased by $353 million to $12,442 million, reflecting the budgetary 
deficit of $345 million plus an adjustment of $8 million in respect of prior years’ 
transactions. 


NET DEBT AS AT MARCH 31 


Billions of Dollars 


GROSS AND NET DEBT 


Billions of Dollars 
Fiscal Years Ended March 31 


caress 
Res 
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RS woe 
Ry ORY KY 
Pa SY 4 
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RS BS RS BS BS Be Be RS 
‘ 1 if BeOS] 
BS RS RS BS RS Rea BR Eo 119 
JOH RS RS RSS] RY Re Sd fee 
ee Re BS Re BRR ped Ei 
Be RS BS BY RS BS ee Be 
RSxey EX ORK RS Bx eee, ; 
Ra bol By BS Bel ee Ba bes 
BS BSS ORR RR BR eter a ecetes TE Grates 
acates I atetee ay J RRS Sed RR beso 
Kes] Seg Re Sox xx] Red based Stee 
imenees Rod Boy oes RSKe4 eke od 
Rd RS RS BR RS BS Rea Be 
Vomenee egoces I etetets boy eet eee xd 
boc] S Key BRR RY esd ak 
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TABLE 57 


STATEMENT or Pusiic Dest, UNMATURED Dept, RecorpeD Ner Assets AND Ner Dest or CANADA 


(in millions of dollars) 


Gross Public Debt Increase or 


Less decrease (—) 
As at March 31 ir amiabt red adines ss recorded Net debt | in net debt 
ee liabilities otal net assets 2 during 

scal year 

LOST: cteoncmeer eee 14, 368.4 3, 967.3 18, 335.7 7,328.0 11, 007.7 —272.7 
TOG8 ©. cnteasces ees 14, 245.1 4,173.4 18,418.5 Typoldae 11, 046.3 38.6 
LG! HABE ec Ra Am Ona OCe. 15, 574.1 4,675.8 20, 249.9 8,571.5 11, 678.4 632.1 
L960 sacar rca 15,890. 1 5,096.3 20,986. 4 8,897.2 12,089.2 410.8 
1961 (preliminary)........ 16, 067.9 5,533.3 21, 601.2 9,159.0 12,442.2 353.0 


Se eee Sa 


153 
Unmatured debt 


_ The total unmatured debt of Canada at March 31, 1961 was $16,068 million. 
This was $178 million more than the total at the end of the previous fiscal year. 
During the fiscal year the government’s holdings of its own securities in the 
sinking fund and in the securities investment account showed a net decrease of 
$45 million. The net increase in the amount of outstanding unmatured debt 
in the hands of the public was $223 million. 


need of security issues and maturities or redemptions during the 
r 


During the year ended March 31, 1961, the government issued securities 
payable in Canadian dollars in the principal amount of $2,531 million (excluding 
the refunding of treasury bills which mature weekly), redeemed or converted 
issues payable in Canada in the amount of $2,181 million and cancelled issues 
(under authority of Orders in Council P.C. 1961-116 dated January 30, 1961 
and P.C. 1961-460 dated March 30, 1961) in the amount of $172 million of which 
+H sodet was payable in Canada, $20 million in London and $52 million in 

ew York. 


The following is a summarized table of changes in unmatured debt for the 
last two years: 
TABLE 58 
(in millions of dollars) 


Fiscal year ended March 31 
UNMATURED Dest 


(preliminary) 1960 
Haienen ab Deminning Of YORE. so. 352.00 nce Cat ea os PRY ee eas Be eee ns 15, 890 15, 574 
New issues— 
For cash— 
Cahadn savings beads 8:12: .padiated peo oas «hod SS CRO Lah S205 30 
Canatia savings DOHOn Otic. 7. c econ ee heat nee deeen cree’ 64 1,408 
Canadas savings bonda 8.45). 2.0 .acusnstaw Pee aos oe Siler me ae SEs 
Waricele Poth. sic pcs <a DIETS hor + FOES + Sh? ES ae 200 100 
Treasury, Bills. .<<aus «fuss cSt 5 sense Bie dae ey rte ae aS SS oe RA ola 343 
1,116 1,881 
By renewals and conversions— 
Marketable bonds; ... Capers ft A Bh ora ere 1,416 948 
Tronstiry DUISs. ioc. cx pcvantnesss Serta a ere Ree eae Renn nee NEST eee me 187 
1,416 1,185 
2,531 3,016 
Less— 
Matured marketable bonds. .....-.c.scecveccccncnwsrcsrrreccccens —998 —415 
Pn es ied me i, ee te ere ere eh —497 —1,135 
Canada savings bonds redeemed or matured.............0-00+0500 05 —496 —1,150 
Treasury bills (net)..........ccccececceesen ener eeewenreereenaecees —— > | i ere errr 
—2, 181 —2,700 
Cancelled marketable bonds............00:ceeeeeeeeeeerneeeeenees a) ty ai Res 2. ee 
—2,353 —2,700 
Increase in unmatured debt...........ccccseeen eee eneeeneeneennrenens 178 316 
Balance at end of year.......cceccceccrcccesrcenensnvenederurasesevrens 16, 068 15,890 


a 


At March 31, 1961, the outstanding unmatured debt payable in U.S. dollars 
was $98 million, and the amount payable in sterling was $32 million. 


Net sales of Canada savings bonds, 1960 series, as at March 31, 1961 
amounted to $851 million and additional sales of Canada savings bonds, 1959 
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series, during the year were $64 million. Redemptions of Canada savings 
bonds series 5 to 14 (of which series 5 matured on November 1, 1960) were 
$496 million. The net increase during the year for all series was $419 million 
and the amount unmatured at March 31, 1961 was $3,556 million. 


The amount of treasury bills outstanding decreased by $190 million during 
the fiscal year and the balance at March 31, 1961 was $1,935 million, consistin 
of $1,235 million in three-month bills, $650 million in six-month bills and $50 
million in special one-year bills (due June 2, 1961). The March 31, 1960 balance 
of $2,125 million consisted of $1,375 million in three-month bills, $510 million 
in six-month bills, $200 million in special one-year bills and $40 million in special 
253 day bills. 

TABLE 59 


Dest MATURED OR REDEEMED DuRING THE FiscaAn YEAR ENDED Marcu 31, 1961 (preliminary) 


Interest Where 


ab aes rate payable Amount 
per cent $ 
April 960, Loansion LO5S:and! 1959s cersmicitele stares cietererieeccietieieiers 23 Canada 329, 000, 000 
Juno LIGON SEXt Mn wiGhOry: LOAN. yee ce tates te otreiene morte eee aerate 3 Canada 46, 588,650 
October, 1960; Toankol1959 Ors ce sacrte acter revere nic cine erecta 54 Canada 134,998, 000 
December 15, 1960, loans of 1957 ‘and 1959-3... aa. ae eae eee ee oo 3 Canada 609, 000, 000 
February 1 and March 15, 1961, loans of 1958 and 1959®@......... 3 Canada 225, 000, 000 
December 15, 1960 and March 15, 1961, conversion loan of 1961‘) 3 Canada 250, 000, 000 
Loan of October 1, 1959 (partial conversion)................e000- 54 Canada 221,000 
Loans of February 15, 1960 and April 1, 1960 (partial conversion) 54 Canada 702,000 
January 1, 1961, loan of 1933/34 (Newfoundland stock) ........ 3 London 19, 822,389 
March 1, 1961, loan of September 1, 1949 ................2.00. 23 New York 39,794, 000 
March 15, 1961, loan of September 15, 1950 .............:00000- 3 New York 12,031,000 
Canadarsavings DONS. 50 00l4 se eeeeee i onemeeeeticiseeeeebene various Canada 495, 559, 600 
Treasury pilis—-net. ad ecressOa eee oe eee ate ioe ee ee various Canada 190, 000, 000 


2,352,716, 639 


 $121,030,000 converted to loan of October 1, 1960—October 1,1975, 54%. Balance of $13,968,000 
charged to matured debt. 

(2) $50,000,000 exchanged for loan of February 1, 1961—May 1, 1964, 4%; $75,000,000 exchanged for 
loan of March 15, 1961—December 15, 1962, 33%; and $100,000,000 cancelled under authority of Order in 
Council P.C. 1961—116 dated January 30, 1961, leaving a balance of $300,000,000 in the loan. 

(3) $110,000,000 exchanged for loan of December 15, 1960—-December 15, 1963, 4%; $90,000,000 exchanged 
for loan of December 15, 1960—June 15, 1962, 3%; and $50,000,000 exchanged for loan of March 15, 1961— 
May 1, 1964, 4%, leaving a balance of $770,514,000 in the loan. 


“) Cancelled under authority of Order in Council P.C. 1961—460 dated March 30, 1961. 
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TABLE 60 


New Securites Issurp Durtna YEAR Enpvep Marcu 31, 1961 (preliminary) 
SSS3_._—w“soO@jxs“vwawajw@wxowaooanas=qx<0@—a—————eeaaa a 
Price Yield at Total Renewals or 


a to ; : Amount 
Description gover teed amount Seutodinc ee issued 
ment ment issued amount issued for cash 
$ $ $ 


Issued to general public— 
Marketable bonds— 


® April 1, 1960—April 1, 1963, 53%... 99.40 5.72 | 249,000,000 | 249,000 
@ April 1, 1960—April 1, 1969, 54%. | 97.00 5 000, ‘aan eon ec 
ores ril 1, 196 8%. 5.94 | 80,000,000 | 80,000,000 |........... 
"ee eee ener ceteal <2 dates 99.91 ry 
PCS So ae eee 29 | 140,000,000 | 140,000,000 |.............. 
aa Ieee: Sdn lige, 6. Baa» VaR OE ane a ey ed 121,251,000 | 121,251,000 |.............. 


pr eepater 15, 1960—June 15, 1962, 


S cde etek ate. Se. 98.60 3.97 

Dect 6k thet Dierks ak 300,000,000 | 300,000,000 |.............. 
oe eet ee 2. ok 98.40 4.58 | 300,000,000 | 300,000,000 

February 1, 1961—May 1, 1964, 4 98.25 4. i "000,000 |} 100,000,000 

Nave af 961—May 1, 1964 % 58 | 150,000,000 | 50,000,000 | 100,000,000 
fe ap Ee SS aA 4 99.20 3.98 | 175,000,000 000, 

March 15, 1961—May 1, 1964, 4%..| 98.75 4.43 | 100,000,000 ino’ 000" bob evar 


(February 15, 1960—April 1, 1976, 
of ee ee ah ree il ate inp ees) Saas 702,000 70a, 000) || «wee meae wees 


Canada savings bonds— 
November 1, 1959—November 1, 


ISD), 4-B. Satine Boe hve Se DR Oi. sox need GG 700s COU) lon cmetees ee 
November ‘, 1960—November 1, sickaad iae 
(we A 2 a ie en 0 ss os so G00; BIG,7H0 bo castes cha 850, 826, 750 


2,530,479,750 |1,415,953,000 /1,114,526,750 


“ Of the public offering, $75,880,000 was sold at the above price. An additional amount of $44,120,000 
was offered at competitive tender resulting in an average price to the government of 100.23. Bonds are 
enable, on or before December 31, 1962, into an equal par value of 5}% non-callable bonds due 

pril 1, ; 


(2) Of the public offering, $74,875,000 was sold at the above price. An additional amount of $5,125,000 
was offered at competitive tender resulting in an average price to the government of 98.25. 


() Offered at competitive tender. Price and yield are the resulting average of successful tenders. 


“) In exchange for $121,030,000 53% non-callable bonds due October 1, 1960 and $221,000 5$% non- 
callable bonds due October 1, 1962. ‘ 


(8) Sold to Bank of Canada in exchange for an equal] par value of $50,000,000 of treasury bills due June 2, 
1961 and $50,000,000 of 3% bonds due December 1, 1961. 


(® In exchange for an equal par value of 5}% non-callable bonds due April 1, 1963. 


Interest rates 


The average interest rate on the government’s unmatured debt at March 
31, 1961 was 3.91 per cent compared with 3.98 per cent at the end of the previous 
fiscal year, reflecting lower treasury bill yields offset partly by a fractional 
increase in interest rates of marketable bonds. 


The yield on the three-month treasury bills at tender on March 31, 1960 was 
3.01 per cent. After declining to 1.68 per cent in September 1960, the yield 
had risen by December 1, 1960 to a high for the fiscal year of 3.95 per cent and 
was 3.21 per cent at tender on March 29, 1961. 


The yield on six-month treasury bills was 3.23 per cent at tender on March 
31, 1960. Six-month yields declined during the first half of the year to a level 
of 1.99 per cent in September and then rose to a level of 4.07 per cent on December 
1, 1960. At tender on March 29, 1961 the rate was 3.37 per cent. The yield 
on one-year treasury bills issued on June 1, 1960 was 3.39 per cent. 
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The following table shows the high and low yields together with the yield 
on the last issue of three-month bills for the fiscal years ended March 31, 1957 
to 1961 inclusive, and for six-month bills for the fiscal years 1959-60 and 1960-61: 


TABLE 61 


Treasury Bint YIELDS AT TENDER 


Fiscal Year Ended March 31 High Low Last issue 
per cent per cent per cent 
Three-month bills— 
O57 cc ok cits «yeptsiceyeier Seeks hak cv Raat ees areas nui yee increas aaa PNyS Gok 3.81 2.40 antl) 
TODS Cee esele es saree ih atnias nie athe, das ton SATE ee eer ee 4.08 Deo PPE 
Le eee ee re eee Oa Se Re einer teres ¢ 4.30 0.87 4.30 
LOGO eetecontaetnt cacti ete Gee eet eter rete: Sea cetera ee eee 6.16 3.01 3.01 
LD Gili hse so deco var Sees « Radaees Nic: atikels Seat Pal he eters oto, eee 3.95 1.68 Beal 
Six-month bills— 
GOW. da ae he, cranes ceperroderaca ois cena arene ee pe nS ahem ac tee ck aa ER aoe 6.87 Bee: 3.20 
ARO Soni ee A Oc URiAIe Bate USE et UReeiee, pee atom Pra iMRI ee Str i 3 4.07 1.99 3.00 


AVERAGE INTEREST RATE ON UNMATURED DEBT 


As At March 3] 
6 Per Cent 6 


0 
1930 1935 1940 1945 1950 1955 1960 6I* 


* Preliminary 


Indirect debt or contingent liabilities 


In addition to the direct debt set out in the statement of assets and liabilities 
the government has assumed certain indirect or contingent obligations. These 
consist of securities of the Canadian National Railways, guaranteed as to 
principal and interest or as to interest only, and a number of miscellaneous 
guarantees, the chief of which are the guarantee of insured loans made by char- 
tered banks and other approved lending institutions under the National Housing 
Act, 1954, deposits maintained by the chartered banks in the Bank of Canada, 
bank advances to the Canadian Wheat Board, advances under the Export 
Credits Insurance Act and bank loans under the Farm Improvement Loans Act. 
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= oe ee ey under its guarantee of insured loans under the 
ational Housing Ac was $3,025 million at December 31, 1960 
with $2,678 million at December 31, 1959. saa 


TABLE 62 
Summary or Inprrecr Dest or ContiInGEent LIABILITIES AS AT Marcu 31, 1961 


Amount 
outstanding 
March 31, 1961 
(preliminary) 
ees ee ae ee eee oe SO ee Pe 
Bonds and debenture stock guaranteed by the government— ; 
Railway securities guaranteed as to principal and interest— 

Canadian Northern Ontario 34% due May 19, 1961............0ccecccccceucccees 2,069, 805 

Grandin Pacihicsvndue January lelGG oman ee a 26, 465, 130 

Grand Trunk Pacine4, duew anuany li) O62 Sion ce eee het ene aera 7,999,074 

Canadian iNationall22¢vdue Hebruary. lls sere ater ey ee ee 250,000, 000 

Canadian National 53% due December 15, 19640). ........ 0.00 ccc cceeccececcees 199, 000, 000 

Canadian National 3% due January 3, 1966............00cecceceecevceuceucecaes 35, 000, 000 

Canadian National. 229, due January 2), 1967s 0. ences cece cn ernie sees noc un. 50, 000, 000 

Canadian National. 420, due April, 1967024. 000.6 s- ene) soe. enol. 72, 750, 000 

Canadian National 5% due May 15, 1968@ 0.0... ccc ee cece neces tae vecneeeuans 56, 400, 000 

Canadian National 27% due September 15, 1969.............ccccceceecenceecens 70,000, 000 

Canadian\National 22oadue Janirary. 16.0107 leper eee een See en. ce 40, 000, 000 

@anadian Nationalis2o due Hebruary le 19740 pase een «on ne 200, 000, 000 

@anadiany National 227,.due nes onl Ocoee etnies oe ee oe ene 6, 000, 000 

Canadian National 5% due May 15, 1977 ............... So OG ORS Eee 85, 950, 000 

Canadian National 407duerhebnuanya lanl OS lena ne eee ee ee 300, 000, 000 

Canadian National 529 due january: ly 19850 ee eins ceece 99, 500, 000 

Canadian Natronaliayacue October da 1OSiluimencn casio ris pee acento 171, 500, 000 

; 1,672, 634,009 
Railway securities guaranteed as to interest only— 
Grand Trunk 56% debenture stock, perpetual s..2.2..0.2+.eue+ eae esee+ sane senes 51,190 
Grand Trunk4@ debenture stock perpetual je 5... 0-sdensc+sse sues nesescun ons 5,054 
56, 244 
1, 672, 690, 253 
Other outstanding guarantees and contingent liabilities— 

Deposits maintained by the chartered banks in the Bank of Canada................ 656, 295, 000 

Loans maintained by approved lending institutions under National Housing Acts 

DPLIOT COs 9 DLA Chee rere meres peters, 5 crane on tne tiois, ris toe tie, seatmi stage hate eie leah tree econo Indeterminate 
Loans made by lenders under Part IV of the National Housing Act, 1954, for home 

Extensions and. Tm prov.emenlsen tine acuiae ee me cia a aitecciaa tte ce clove sin meter crete eye 7,526, 556 
Insured loans made by approved lenders under the National Housing Act, 1954...... 3,017, 404, 029 
Guarantees to owners of returns from moderate rental housing projects.............. Indeterminate 
Guarantees under Export Credits Insurance Act, Part I.............cccceececceeee 104, 164, 661 
Loans made by chartered banks under the Farm Improvement Loans Act.......... 45,426, 489 
Loans made by chartered banks under the Veterans’ Business and Professional Loans ayes 

TINGS aoa tn ta abe se a et oag A pe Sas on earth ee aN ee Oa Cmte 209, 
Loans made by chartered banks and credit unions under the Fisheries Improvement 

THOR TIS WAC Eee cstene Pane eye Miler svete teben sete te) statonay tal etene ates uaratecetene Salm oteysiasep stele eieiets vate tis 146, 747 
Loans made by chartered banks under the Prairie Grain Producers’ Interim Financ- 

Thies IMGs 6 once Somes on oe 6 noe Ao mee och Obra GmCaneann as Gubanc Go macoccage 92,374 
Loans made by chartered banks under the Prairie Grain Loans Act................ 6, 661 
Loans made by chartered banks under the Small Business Loans Act............... 49,390 
Loans made by chartered banks to Canadian Wheat Board...................-+- one 125, 560, 000 
Loans made by chartered banks to Canadian Wheat Board pursuant to the Prairie 

Grainverovisional CavenbspA Cha asec cele me teeta ites) laksa seats eeiieieis eel 31,000 
Loans made by chartered banks under the Prairie Grain Advance Payments Act.... 35, 830, 000 

3,992,742, 043 
AER OG Roya Nl tes cay ek co FPO IEC ORES COE Ot Ce ECO 15 RT CROP ROC SOCOM Sy OSU CRON 5, 665,432, 296 


() The original amounts issued were as follows: 1964 maturity $200,000,000; 1967 maturity $75,000,000; 
1968 maturity $60,000,000; 1977 maturity $90,000,000; 1985 maturity $100,000,000; 1987 maturity $175,000,000; 
as at March 31, 1961 these amounts were reduced by $1,000,000, $2,250,000, $3,600,000, $4,050,000, $500,000 
and $3,500,000 respectively through the operation of the Company’s Purchase Fund. 
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7. SUPPLEMENTARY DETAILED TABLES 


REVENUES 
EXPENDITURES 
ANNUAL CHANGES IN LOANS AND INVESTMENTS 


UNMATURED DzuBsr 
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STATEMENT OF REVENUES FOR LAST FIVE FISCAL YEARS 
(in millions of dollars) 


Preliminary 
—— 1956-57 1957-58 1958-59 1959-60 1960-61 
$ $ $ $ $ 
Tax Rrvenurs— 
Income tax— 
Persons Up 2c. icancii cite einiarecoetede 1,400.5 1,499.8 1358.5 1,566.6 172 
Corporation Oe oscstcrenasisaney-seleete 1,268.3 1,234.8 1,020.6 1,142.9 1,276.6 
On dividends, interest, etc., going 
GDIOAE easeccnie cee Serres 76.4 64.3 61.2 (BES 88.2 
2,745.2 2,798.9 2,485.8 2,782.8 8,076.0 
Excise taxes— 
Salesitax (iG) sae nna tea ie ou (hlvfe| 703.2 694.5 Wamak 720.6 
Other excise taxes— 
Atibomo piles ea ee eeetsce er ASE eh (PAR 59.3 64.3 59.6 
Beverages (soft drinks)............ 9.0 OG slr. ciascierete enon ll eracnenste ote Sectors erature ane 
Candy and chewing gum.......... 9.8 EM erecta topes Tell oer ears on eee 
Cigarettes, cigars and tobacco..... 132.3 142.4 148.0 185.5 193.8 
Electric power export...........-.. 1.6 1.4 1.2 1.4 1.6 
Jewellery, watches, ornaments, etc. 6.1 5.3 5.6 5.6 5.9 
Matches and lighters.............. 0.8 0.9 0.9 0.9 0.9 
Television sets, radios, tubes and 
DHONOPTANNS senate aeis cee: 19.0 16.9 17.8 17.8 16.0 
MRoletipneparavlous ceca cece Gall 6.3 6.8 7.6 8.4 
WAS artoer neaet ae ren roe are wee: 2.6 Ae Sell 3.0 3.2 
Sundry commodities. .....42+ 06. 2.3 1.4 12 1.2 10 
Licences, interest and miscellaneous 0.5 0.6 0.5 0.6 ile: 
EESS TELUS tari als orer oe cities —1.1 —0.7 —2.6 —0.4 —1.0 
268.7 260.8 241.8 287.6 290.7 
Customs import duties)...0--.- see ces 549.1 498.1 486.5 52000 498.7 
Excise duties— 
SpiaUeh do dothonecdenonapopeeoddnae 70.3 83.7 96.5 102.4 108.5 
BOOT re ey ce a en eee neon 83.1 88.2 83.1 90.7 91.0 
Cigarettes, cigars and tobacco....... i estes) 141.2 146.2 150.3 
ICON COR een eetaia nie creer (3) (3) (3) (3) (3) 
CSS MOLINA Sor teraterctcreleitetertee corte eee: —3.1 —3.5 —4.1 —4.1 —4.9 
271.4 300.1 316.7 385.2 844.9 
State. bax 2). curaces esratesevoreteretts cola alel tact 79.7 71.6 72.6 88.4 84.9 
Miscellaneous tax revenue............. Gad 0.1 (3) (3) (3) 
WPotalebaxmre Vienuesissreietee ner 4,647.9 4,622.8 4,247.4 4,752.3 5,015.8 
Non-Tax REvENUES— 
Post office—net postal revenue........ 145.8 152.9 157.5 167.6 173.6 
IReturnionanvestments.sccs are es see 206.6 169.4 221.2 23957 284.0 
Oho avs ete ees PRs on Sen iCm Cn OIE 106.2 103.7 128.6 130.2 142.2 
Total non-tax revenues.......... 458.6 426.0 507.3 531.0 599.8 
Toran REVENUES...<02.¢0-+0 6% 5,106.5 5,048.8 4,754.7 5, 289.8 5,615.6 
() Excluding tax credited to the old age security fund— 
Preliminary 


1956-57 1957-58 1958-59 1959-60 1960-61 


Personal income tax. vsesessi acces 12530 135.0 146.4 185.6 229.4 
Corporation income tax............ 67.3 60.7 203 91.3 103.5 
SHIGS Lakers elec em ciate 179.3 175.8 173.6 270.0 270. 2 


® Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
)Less than $50,000. 
“Includes duties levied under the Succession Duty Act. 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 


= 1956-57 1957-58 1958- 1 Preliminary 
5 958-59 959-60 ate 


$ $ $ $ $ 
AGRICULTURE— 
Administration and general <r: 333 2.6 3.6 3.6 4.4 
Agricultural commodities stabilization 

account—net operating loss.......... 5.0 6.0 15.0 Weel 53.4 
Assistance re storage costs of grain. 31.8 Soro 38.4 42.3 48.2 
Board of Grain Commissioners. . ; 5.9 6.3 6.1 6.1 6.3 
Prairie farm emergency fund—deficit..|............ 5.9 17.0 12.5 9.2 
Production and marketing............ 17.9 20.3 23.2 25.4 29.3 

Contributions to Alberta, Saskatch- 

ewan and Manitoba—unharvested 
HO} DIS sec. Eupiora Genicny Cie S ekONCutg ately Zaha | NMOL PCO rs IRA ag ccna riie 2 h Alef 1.4 
Paymentsto western grain producers.|............|..eecseecce. Bi Suan ore eens 40.5 
Freight assistance on western feed 
crains 5.07 sas Ricoh eate tc ata eee) (a6 20.0 23.8 19.2 
Premium on hog carcasses suitable 
for export to United Kingdom.. Iavh 5.5 6.9 8.2 6.6 
Rehabilitation and reclamation pro- 
JOC SP An ee ce eS 2 13.6 12.5 13eo 17.6 20.3 
Research branch: eee eee aan 20.4 220) 23.6 25.6 26.2 
120.1 181.9 208.6 227.6 265.0 
FACHOMIGC. BINMIRG Vane aisayaticrtttanici Giereestet: 21.9 21.6 26.1 30.1 38.9 
AUDITOR GENERAL’S OFFICE............ 0.7 0.8 0.8 0.9 0.9 
BOARD OK BROADCAST GOVERNORS. oko loth: osduesloe che. sac. « 0.1 0.2 0.3 
CANADIAN BROADCASTING CorPORATION— 
Grants toward the anticipated operat- ; 

ing deficit and capital expenditures 

of the radio broadeasting and tele- 

VISION SCIVACES Mae e ae nore eee 18.3 24.4 DU.o 61.9 65.3 
international servicesemaaner. cs ese thee Le7 eS 1.9 2.0 1.9 
Payment from the consolidated rev- 

enue fund of amounts equal to taxes 

collected under the Excise Tax Act 

in respect of radio and television sets 

and equipments. nce sock e seam eee 19.3 16.8 OP Gin eter erere tara erace tanacs pemeaeteea 

39.3 48.0 62.0 63.9 67.2 
Orrics or THE Carer HLEcToRAL OFFICER 0.2 13.6 3.2 0.3 0.6 
CiTizENSHIP AND IMMIGRATION— 
Administration and general........... 1.8 1.9 Pil Poa 2.4 
iheahoautengenn Corny onaieelsln aA ha aeouoannoucs 18.6 22, 1 14.4 et, 12 
Indian. QLLAAT Selo TaN Claes ay hegee) oasis erate cre MS sil 27.8 36.4 41.1 46.0 
44a 51.8 52.9 54.9 60.6 
Civit SERVICE COMMISSION............. 2.7 3.2 3.0 On 4.2 
Derrence Propuction— 
Administration and ser Php che i 10.5 10.2 aed 15.0 18.6 
Production capacity and capital assist- 
atoll tin mAic, Nero cne oe 10.0 4.8 1.8 2.6 1.8 
ance to defence industry..... aa bran rie ee 20.4 
EXTERNAL AFFAIRS..........-. oe ee :. 14.5 15.7 17.0 16.9 19.4 
Contributions to international economic 

and special aid programs...... oe 37.4 38.0 40.0 57.2 66.9 
Other payments to international or- 

OR Bs einste Als 8.5 6.7 18.8 23-1 16.8 

ganizations and programs ae 60.4 rae 97.8 108.1 

FinaNce— 
Administration and general........... 8.0 7.6 10.2 10.8 19.8 
ee of the Comptroller of the ion ea a8 ie ried iad 6 6 
Grants to Canada cog: eee ae TOOL Peers. | roe lee een cnells onictscene eves. 
Grants to municipalities in lieu of taxes ee 
on federal property.....--++-++++-++- 9.5 i" : ae are ae 
Grants to universities. ...:.-----+..6+- 16.0 . 2 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


Preliminary 
ais. 1956-57 1957-58 1958-59 1959-60 1960-61 


$ $ $ $ $ 
Finance—concluded 
Government’s contributions with res- 

pect to the superannuation account— 

MOMETE Pee gates) nare-e ede nieveriere GE 31.6 33.8 BY rs 40.0 41.4 

Special Hae hens o< cla te eeoepiseccs pak 40.8 BAS A. 5 dete she atonal exescserepere tenses lhctopein SEER 
Payments to provinces— 

DUD SIMICSy eae crainred see ete s cig rete 20.6 20.6 20.6 20.8 2057 

Tax-rental agreements, 1952 act..... BORO iccace <5: ce fos ated enna etevay ab cceearera ladle « ands sleet akeye | eau ieee 

Tax-sharing arrangements, 1956 act..|............ 353.3 423.1 485.4 504.9 

Transfer of certain public utility tax ; 

TECCIPIS IE AOE Tebecee oo cee hos 6.6 7.4 8.7 4.8 4.2 
Transitional grant to Newfoundland. PASS} 1.4 1.0 Oicz, 0.3 
Additional grants’to Newitoundlands |2..<<.. ce as |Ps owe cewtle « 13.6 (03 flav 

Premium, discount and exchange...... bts eee AA A\hoae oca tes c O. Zul oteecp ee eis 
Provision for reserve for losses on reali- 

ZEEIONOMASSE LSA Be ee noe ao nraie iene BOZO We xs-< 6 v.ccleReals « capa setyratall lan sinetae seen are 
Public debt charges— 

Interest on public debt.............. 520.2 539.2 606.6 735.6 756.3 

Cost of issuing new loans and annual 

amortization of bond discounts and 

COMMOMSSTONS Wanrache tees tcice sors. ie 13.4 Papa 40.8 47.3 40.2 
Servicing of public debt............. 0.5 0.5 0.6 0.5 0.7 

Reduction in actuarial deficiency in the 
superannuation account.............. BOOM: siatusaue a SORATOr al se cdavace covel ener rel reeves erates retell oxeve rare ore 
1,152.8 1,187.4 1,228.2 1,420.2 1,469.6 
BISHMRIBS wae oo oaeeete ok acer 13.8 16.4 17.5 19.9 19.3 
HORUSD TMI. sc ceeen «oo ok ee ee 6.7 9.6 9.8 9.9 10.1 
GOVERNOR GENERAL AND LIEUTENANT 
GOVERNORS: pede rn teleae sie sies cnataee 0.4 0.4 0.4 0.4 0.4 
ENS URUANGH te Pisink tcrninian Prroin o'oleraroselareierene 0.5 2, 1.2 1.2 1.3 
a) CSU CH verse ste tacks Serta terion alae ee 7.0 (for 7.6 8.1 8.6 
Office of the Commissioner of Peni- 
Gentlapiesiniaets sete tates Grishin 12.0 PAs 16.7 19.7 19.1 
19.0 19.9 24.3 27.8 hed 
GABOR oy55s ete cans ein ite eee oles ree 9.5 10.2 14.2 7a) beak 24.3 
Government annuities—amount  re- 

quired tommaintsin reserve... ceieinssclac ee chil 12 0.2 (02 | pea ime ea 
Unemployment Insurance Act, 1940— 

Administration and general......... 29.0 32.5 30.0 35.9 42.2 

Government’s contribution.......... 37.4 37.8 37.1 45.7 55.0 

76.9 81.7 86.8 102.9 121.6 
LEGISLATION— 
ELOUSELOIn@ exmaInons sane eee 5.4 5.0 d.0 5.6 6.3 
Library ombeanliamentme aie oo ee 0.3 0.3 ORS 0.3 0.3 
Senste rch ivatescs cee ce ee 1B 125 127 1.8 1.9 
Ue 6.8 WMG Died 8.6 
MINES AND TECHNICAL SURVEYS........ Lied 18.7 2200 23.0 27.8 
Wominion! Coal Bound sneses. aee-ceee ORT 8.8 Thee 17.6 19. 1 
Emergency gold mining assistance.... 8.7 8.6 9.8 13.1 12.1 
85.9 86.1 43.8 54.4 69.0 
NationaL DEFENCE— 
Defence forces, Army, Naval and Air 

SCTVICES). deters x caherGec en Manner 1,504.1 1,415.0 1 2227, 15397 a 1,407.9 
Defence research and development.... 69.3 78.7 74.4 39.2 4 
Government’s contributions with re- 

spect to Canadian forces superan- 

NUATON ACCOUNT... oes neue saree 46.3 49.7 49.5 51.8 40.6 
Mutual aid to NATO countries........ 133.6 118.5 70.7 18.4 15.5 
Pensions—payments under Defence 

Services Pension Act.......-.«=+.- 5.6 5.8 6.0 6.3 6.8 
Other. «ds Bi MBs. coscntobateocecs. ome 0.5 0.8 1.4 2.1 4.0 

1,759.4 1,668.6 1, S24 0 1,614.9 1,619.0 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


—————————————————————E—EEEE 


ot 1956-57 | 1957-58 | 1958-59 | 1959-60 |?Preliminary 


1960-61 
$ $ $ $ $ 
NarTionat Fium Boarp................. 5.0 4.0 4.3 4.6 4.9 
NatTIoNaL GALLERY OF CANADA......... 0.4 0.6 0.6 0.7 1.0 
Nationa, HrattH aND WELFARE— 
Administration and general........... 5,2 5.5 5.6 6.2 5.0 
National health branch— 
General health grants............... 36.3 34.6 45.9 46.0 48.0 
Government’scontributionsunder the 
Hospital Insurance and Diagnostic 
GR UACCSEAC Uncrate eRe tate eee | (araoin, c ccaue Miers hl ote « Peau 54.7 150.6 189.4 
LOST AS s LiCl Oa Seren ue oO Os eR 25.5 29.8 ole 30.6 32.4 

Welfare branch— 

Hanmi lvealtowanCeS, aia. itera. 04 ss dev 397.5 437.9 474.8 491.2 506. 2 
Old age assistance, blind persons and 

disabled persons allowances....... 30.4 39.7 49.7 50.6 51.3 

Old age security fund—deficit....... 56.0 103.9 ASAEOE Merwe. cone nn nereersteoeen ce 

Unemployment assistance........... 7.9 8.2 23.9 40.2 51.6 

OOP SR ee SAA et Ae Ee ite ee eee ae 2.9 Sul Sal 3.0 3.3 

561.7 662.7 872.9 818.4 887.2 

NatIoNnaL RESEARCH CoUNCIL........... 19.0 21.6 25.4 31.5 84.5 

INTATITO NAT BEU HAV HUNIUOE oe. 5.- ihc ucileyaiicssisisvovevereleousis 61.8 67.7 68.8 68.7 73.3 
NorTHERN AFFAIRS AND NATIONAL Rr- 

SOURCHS Mee oe ert eae oe 32.5 41.9 58.0 74.3 74.5 
POSTORRICH mers ey pecan eh cckicic 6 enh om 140.0 15350 157.8 165.8 178.4 
Privy Councm including Prime Muin- 

ISEWH SIO REICH ery ete aas «cise sioner On 0.6 ial 1.4 1.9 
Pusiic ARCHIVES AND NATIONAL LIBRARY 0.6 0.7 0.7 ez 0.8 
Pusric PRINTING AND STATIONERY...... 3.2 3.3 3.5 3.5 3.5 
PUBLICIWORK Samer eee tetera cies 140.5 156.6 170.1 158.5 145.9 

National Capital Commission...... 3.4 3.3 4.9 6.2 6.3 

Trans-Canada highway contributions 24.8 49.4 teal 53.2 48.7 

168.7 209,38 226.1 217.9 200.9 
Royat CaNADIAN MountveD POLIcE...... 43.4 47.4 SEY S 52.4 56.0 
SECRETARY OF STAPH. csc on see 04.48 cece 32D 4.0 4.4 4.7 4.9 
TRADE AND A see es Pee Seer onee.e Wao (ee) 19.9 : 7 a 
National Ener, SEAT lic caren GaP Ola RIOTS eG Ee OPE eNO ve Iara kane 2 : 
aye Pi 17.5 iepedd 19.9 17.9 Oat 
TRANSPORT— 

Administration and general........... 3.3 Sail 4.0 4.6 5.0 

(AIP ’SCTVICESs.0n cee ren ens Baa aeaeee se 70.5 90.3 115.4 124.1 134.9 

Canadian Maritime Commission...... 5.0 me 5.9 6.7 He 

@analliservicesy tsuneo oo args 8.2 8.6 9.7 5.8 6. 

Marine SserviceSosce sceeere ie ese sees ae 26.9 32.8 51.8 dane 42.8 

Non-active assets— 

National Harbours Board........... 4.1 4.8 4.3 2.0 ne 

Railway and steamship services...... 8.2 5.7 1.8 3.7 , 

Deficits— 

Canadian National Railways......].....++-+++: 22.1 51.6 43.6 67.5 
Canadian National (West Indies) 

Steamships Se Ber sah ingen 0.6 Mh) | crettnielosere elesetes| elaisia'# eleisinre ace 
North Sydney—Port-aux-Basques 

ferry and eerie eae ee 5.4 6.0 5.8 5.8 5.4 
Prince Edward Island car ferry 

ANIC LET IUMINALS nee eteniels tei: ciekereuaiel= © 1.8 2.0: a. a a 
Yarmouth—Bar Harbour ferry.... 0.3 0.3 0. er ae 


Freight Rates Reduction Act.......[..ceceeeesecdeee sete eee elect ee eeetees 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) 


anaet = by rQ_, Preliminary 
1956-57 1957-58 1958-59 1959-60 1960-61 


$ $ $ $ $ 
TRANSPORT—concluded 
Railway and steamship services— 
concluded 
Maintenance of trackage............ oly) 7.0 7.0 7.0 7.0 
Maritime Freight Rates Act........ LZ 12.6 13-1 14.3 14.1 
Railway grade crossing fund......... 5.0 5.0 15.0 15.0 15.0 
‘Trans-CanadarArr Taines deficit... di ealtrs-s ac e-olecoesestallle. ars sicbaccucgehend all ss toberetay eaten Latah so eee 2.6 
158.2 206.7 288.8 296.5 otal 
VETERANS AFFAIRS— - 
Administration and general,. 5.4 6.2 6.3 6.4 Gaui 
Hospital accommodation, additions, 
alterations and improvements foe it 4.6 3.3 3.0 4.5 6.0 
PENSIONS sees tee eee ee ees 130.3 145.6 150.7 149.7 150.7 
Provision for reserve for conditional 
benefits: aera coors inane 6.8 oee 4.4 3.8 3.5 
Soldier settlement and veterans land 
CUS Aaa. Mae ee aE ei cc oe 5.4 5.6 5.4 5.2 Dail 
Treatment and welfare services....... 50.8 56.4 56. 1 52.6 52.7 
Veterans allowances, treatment allow- 
ances and other benefits. . F 45.8 Sorel: 60.4 63.2 64.7 
War service gratuities and re- -estab- 
lighmentenredttse on ose leis. caer 2.4 1.8 222 2.9 29 
251.6 C7 lies, 288.8 288.3 292.3 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST 
FIVE FISCAL YEARS 


(in millions of dollars) 


5 % ie: Preliminary 
een 1956-57 1957-58 1958-59 1959-60 1960-61 


Loans to, and investments in, Crown 
corporations— 
Atomic Energy of Canada Limited.... 9.1 See DG 0.6 1.5 
Canadian Broadcasting Corporation... —0.1 —0.3 TO! | aennrar store ce ae 3.0 
Canadian Commercial Corporation.... <= ON Res ene Sete Stee] avs aueyasiccss eetewede 2.0 1.0 
Canadian National Railways.......... veya —10.7 199.5 —261.4 —116.5 
Canadian National (West Indies) 

Steamshipsuimutedie.o..6. dee «nese —0.3 —0.2 —0.3 —0.2 —1 
Canadian Overseas Telecommunica- 

tion Corporavionay-aaa525 on; ake ton 4.3 0.3 0.3 9.6 
Central Mortgage and Housing Cor- 

DOLAUIONCE cave citer. seiies clb coats aes —4.1 107.5 335.6 315.1 1 
Farm Credit Corporation............. 9.3 14.3 22.0 28.5 
National Capital: Commission........:|....00+s+s- 
National Harbours Board............. a 
Northern Canada Power Commission. 0. 

0 
6 


7 
on 
Qo 
RCO 
io) 


Northern Ontario Pipe Line Crown 
G@orporationre naa. aaeicet. obec ease 

The St. Lawrence Seaway Authority.. 5 

rans C ANAC apaielLlnes: oP crepes aa ln ceca warded: ke <ipacthe on cee 

OCD ere MeLneis Aas. ars ees: « ero tes —0. 


bo 
SCNIwOmM HRNOD WwW O 


23 OR CO or COO re 


~ 
Co 


Loans to national governments— 
United Kingdom— 
The War Appropriation (U.K. Fi- 

NANCING ieANetrl OL er cme ste corte cite —30.0 —30.0 LOE Ok || Parccett epecuseuel of ikaiaen crear: 

The United Kingdom Financial ' 

Agreement Act, 1946.............. —15.5 (2)44 2 —16.1 —16.4 —16.8 
Export Credits Insurance Act......... —21.9 —19.9 —17.9 —17.9 —15.2 
Special loans to Colombo plan countries 

to finance the purchase of wheat and 
HOUPATOM Canada saeco sett ore bec end aes 1 


Other loans and investments— 
Subscriptions to capital of, working 
capital advances and loans to, in- 
ternational organizations— 
Canada’s subscription to capital of— 
International monetary fund....... —8.8 5.0 —2.6 235.4 15.0 
International finance corporation. . Sa ieee Peri Ned cen ee Ieee Orta etal aceteorar Sareea 
International bank for reconstruc- 
TLONFANARCAE VS lLO MINED Un re eee | erete coreieawrst ore telt Ie ese over ens vevecaies| A enerecenct mie toverses| loratanenentterrea el see 2.8 
International development associa- ate 
ELT ne eee Ie tees otras Peeen cette: | eravetaian ove iere-erers' llevar, sxona/o oyocata sibs a royenairepeeetonets : 
Wotiine capital advances and loans 
to international organizations...... 0.8 
Loans to provincial governments...... —3.4 
Balances receivable under agreements 
of sale of Crown assets.............. 7.8 —4.4 —2.9 
Oldfave secnirity tundeen-eee eee —48.5 
Unemployanentelnsunaneene Ol nal ssiom| scree irene ie teleeieieiel eles fll tie elvis eicreee realtone etsticlaies tapes 67.0 


Veterans land act advances........... —3.8 
(G70) Ys) ete Pee RRA x cok Sets eR RE Ren ae ; ; : 9.4 


Oo Sayaeysnmerace - 


Sinking fund and other investments held 
for retirement of unmatured debt....]..........-. 0.9 —128. 


Net total of changes in loans and in- 
Sarna eA: : oe he en 131.2 320.2 569.6 394.6 166.2 


(1) Includes deferred interest. 

(2) Deferred interest. 

(3) $4 million in overpayments to provinces arising out of 1952 tax-rental agreements offset in part by 
repayments of $3 million. 

(4) Loan of $29.5 million to New Brunswick in respect of the Beechwood Power Project offset in part 
by repayments of $4 million. 
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1961 
AND THE ANNUAL INTEREST THEREON 


Date of Rate Amount eae 
= maturity  |percent of loan binabees 
charges 
$ $ 
Payable in Canada— 
oan of 168 "and 1959 es. ccc = eaceeee T.23 | 1961 May 1 3 300, 000, 000 9,000, 000 
Conversion losin of 195850600 «<< skeae er T.26 Dec. 1 3 770,514, 000 23,115,420 
Seventh victory: loans sg, ccmaccs.. > nahin. P38. 1962" Reb. 3 53,473, 150 1,604,195 
TGOan OF LOG0 Sawa ce tet sare octets T.41 June 15 3 300, 000, 000 9,000, 000 
Canada savings bonds 1951............. S. 6 Aug. 1 33 (1)29, 976, 400 1,049,174 
MOAN Of LODO et recientes cee eet ooo Octal 54 349,741,000 | 19,235,755 
MGT OL OG ee actatar oeereenaen enier ce eeet ake T.40 Dec. 1 44 140, 000, 000 5, 950, 000 
Toanof 1GGUa enc sacar eee ale. AT.2 1962 Dec. 15 34 175, 000, 000 6, 125,000 
Digan Of VOnG e, vccite tebe teteaaie av ecsihesore bra pe: Toe st063 Jan. eh 4 100, 000, 000 4,000, 000 
Roan Of 160s eee neem etree te: Aue ‘Aurea 54 448,298,000 | 24,656,390 
Canada savings bonds 1952............. S27 Aug. 1 32 (32,310, 950 1, 211,660 
Brohth: VACLORY LOM ote ceprticerale wicterere as Pe5 Oct. 3 223, 020, 200 6, 690, 606 
ios iOf, [AGU ee racgase peter arco tactaere oe TA? Dec. 15 4 300,000,000 | 12,000,000 
TOanwOL uO nec ce eee te ee ae AT.1 | 1964 May 1 4 250,000,000 | 10,000,000 
Conversion loan of 19585, 6... o..0: «0 enn T.27 | 1965 Sept. 1 3% 1, 266,723,100 | 47,502,116 
Canada savings bonds 1953...........-. Ss. 8 Nov 1 32 (113,126,300 4,242, 236 
Ninth victory NO AATD gee reba aio yacs ve coc ae teas P. 7 | 1966 Sept. 1 3 245, 202, 200 7,356, 066 
Canada savings ONC Srl OSd tren s ee eet Ss. 9 Nov. 1 3t (166, 930, 450 Det Sao o 
Canada savings bonds 1955............. 8.10 1967 Nov. 1 3t (65, 193, 300 2,118,782 
Reiinoines OAMLOL LOH U serene laccsttetee P. 9 | 1968 June 15 22 350, 000, 000 9,625, 000 
Canada savings bonds 1959............. 8.14 Nov. 1 4+ |()1, 236,537,000 | 52,552,822 
NO ANIOlPLOOO ear ee ertes © otra cea T.39 | 1969 Apr. 1 53 80, 000, 000 4,400, 000 
Canada savings bonds 1956............. 8.11 May 1 34 (111, 950, 650 3,918, 272 
TsGa TOL gOS Si piarieerose. sto ores arstocrstobene «ce T.24 | 1970 May 1 34 200, 000, 000 7,000, 000 
Canada savings bonds 1957............. $.12 Nov. 1 43 (709, 784, 050 33,714, 742 
Canada savings bonds 1960............. 8.15 Nov. 1 4 (0850, 826,750 | 34,033,070 
@onversion loan Of 1958 views sess ooh P28 Lor Sept. #1 42 1,366, 733,800 | 58,086,187 
Canada savings bonds 1958............. 8.13 1973 Nov. 1 42 (D338, 867, 600 14,401,873 
IOAN OLILOOO a tatvoren retake tere anes peeree T.36 | 1975 Oct. 1 54 121, 291, 000 6,671,005 
WeOar OL GOOF na ss ieee ee ees T.38 | 1976 es 1 53 702, 000 38, 610 
OSM OLA DSA a. ee cee eae ya teins oie ic eee aia June 1 3t 300, 000, 000 9,750,000 
oan Ol PO5o7and MGS de eres «ses ich aoe Te 5) Wales Jan. 0S 33 250, 000, 000 9,375,000 
Weoantot O54 creche taerieric. 12 lsc re race Tes) Lows Oct. vl 34 400,000,000 | 13,000,000 
Conversion loamot 1958.05. 6.06. seers T.29 | 1988 Sept. 1 4. 2,151,548,950 | 96,819, 703 
Conversion loan Of 19562. ...65 0+ ockasss T.15 | 1998 Mar. 15 32 250, 000, 000 9.375.000 
LOAM OPA OS Gn teenies eae eT ee P.1 | Perpetual 3 55,000, 000 1, 650, 000 
hreesmonvh treastnveoillssc. 5. eb oi accel eeerne tee lets (2)3.21 | 1,235,000,000 | 39,643,500 
Six-mongh Creasey billie ces svccevore eee ieieree ietecstems esl ere teen erate eu aioe (2)3.37 650,000,000 | 21,905,000 
ONG=V Car Lea sury sOUIS som <A nisi tetas ce oc | imac omnes (3)3.39 50, 000, 000 1,695, 000 


15,937,750, 850 | 624,687,423 


Payable in London— 


TOS) OL TO3B/ SE regis oeeaccl ois tisyesta ore mrenee «ects ais rote 1963 July 1 3 (30,010, 702 900,321 
TiO AN OF MOSS! ister sae > wicretcis «lobiokepesieich ste July 1 32 (1,978,362 64, 297 
31, 989, 064 964, 618 


Payable in New York— 


WoanollO4OM yoo creeper c omrrerrenie eres 1974 Sept. 1 23 (5)60, 206, 000 1,655, 665 
TOanOl 19s aanc co raat ka ee OR ears nee 1975 Sept. 15 22 


(5)37, 969, 000 1,044, 148 
98,175, 000 2,699, 813 
16, 067,914,914 | 628,351, 854 


Notrre.—Where various rates of interest are applicable during the term of a loan the interest rate in effect 
at March 31, 1961 has been used. 


@ Preliminary. 

(2) Rate of discount at tender on March 29, 1961. 
(3) Rate of discount. 

(4) Conversion rate $2.80= £1. 

(5) Conversion rate $1 Can.=$1 U.S. 


